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. i This,is the third report?in a series that foouses on the imp1ementation

of the Targeted Jobs Tax Credit (IJTC) authorized by the Reverue Act of o
1978 The first report presented A basic map of TJTC experience in twenty-

“ five locations as of roughly-June 30, 1980. The second report updated this '
basic map on the basis of deve1opments through the end of Octoher 1§80, and:
began to assess. TUTC's utility as a labor market ;ntervention'by describing

"and explaining emp%oyer response to the tax cred{t. A brief supplementary

_memorandum was written in November 1980 on the,jmpIementation and experience'
of'the WIN Tax Credit in the same'thenty-five locations, and the re{ationship
between WIN and TJTC. Another supp1ementary sdrvey summarized TJTC's status |,

in fifteen 1ocat}ons as of roughly February 1981. This, the third full . i'

report, draws from the findings in‘previohs reports and memoranda as well as

field research and consultations _in february and March 1981: It maps TJTC!s
implementation structure in detail, describes the evo1ution of this structure,

2 . assesFes the effects of implementation on performance and e§3m1nes TJTC's

ability to, a1ter employer h1r1ng, firing, and retention dec1s1ons. A f1na1
- R |

=

report is p1anned for 1ate 1981 : ¢ S ;

.
Ned

This project is supported by a grant (24- 39-79-01) from the Office of .
Program Evaluation of the ETp1oyment and Training Administration of the u.s.
' Department of Labor and by resources of the hersthQCenter'of OhionState
,qpivéfs1ty The research is conducted by members of The Ohio State Unavers1ty
- CETA Study (D1rector. Randa11 B. Ripley; Associate Director. Grace A, -
Frank1in; Project Associates: Dona1d c. Baumer (Smi th Co11ege), David S.
Ford (Rutgers University), Jeffrey E. Go1on "Marshall R. Goodmans: Debra S

4.
Lo (/C °Grpss-Suﬂow, William J. Lydon (Mathemat1ca Palicy Research) Anton U Naess,
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Miéhae] G. 0'Loughlin (Salisbury State College), Patrick E. Shields, .Lance M.
‘ iSmith, Nid]iamlc. Stnangfeld, Carl E. Van Horn (Eag]eten Institute, Rutgers ‘
University), and Richard L. Wright; (Support Staff: Scott A. Reuter). Primary
respons1b1]1ty for drafting this report rested with Sm1th with major inputs

from wr1ght>and the Project Director. The Project D1rector takes final re-
. ) » - . 1
sponsibility for the contents of the,report.
The Director, As%ociate Director, and Project Associates are do{ng con-
\

[

t1nu1ng f1e]d work 1n twenty-flve Pr1me Sponsorsh1p areas &nd the 17 states
e
in which they are 1ocated throughout the 'United States. Some d1scuss1ons are

also he]d from time to t1me with representat1ves of nat1ona1 governmental

N

and private organizations.in wash1ngton, D.C; .
We are grateful to many individuals in our twenty-fiye sites, individuals
. N s \“ - Ll - ’

. in state Emg?byment»&erviee offices, many DOL employees, administrators in

many of‘the several TJTC‘vouchering agenc{es( Eﬁp1oyers.know1edgeab4e about -

the tax credit, execut1ves 1n pr1vate f1rms that//ne ass1st1ng emp1oyers in.

\tak1ng advantage of the tax cred1t, and representat?ves of a variety of
¢ ?
Nash1ngt0n-based nat1ona1‘qrgan1zat1ons. Many have part1c1pated in 1dng

disch#§idns’with us. Others have provided various kinds pf-eésenfda1 data.

~~

- ~ ~
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EXECUTIVE SUMMARY - , : .
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~
A

This report summarizes some of the most important features of the

" implementation and performance of the Targeted Job$ Tax Credit (TJITC) as . -

observed between July 1980 and March1981in twenty-five aréas throughout
the United States. -The report con¢ludes that TJTC has not been impiemented
by the delivery system and utilized by employers in the way intended by its
designers, but that it would be premature to draw from this that targeted \
employment tax credits are in all cases ineffective means for ipcreasing
employment opportunities for targeted individuals. A .

_A. Patterns of Implementation and Performance ' -

Basic Findings 4 X . ) '

1. TJTC's design envisions a performance pat&rn of self-marketing by?
vouchered individuals, and "new" TJTC hires by employers. However, this,& |
pgrformance‘pgttern has not occurred. ¢ T

. 2. Many Employment Service offices and CETA Prime Sponsors are skeptical
of TJTC and reluctant to use it extensively as a placement tool.

3. Most employers are_participating in TJTC through ré;roaétive certifi-
cations of their curfent employees rather than by making "new" TJC hires.

. \
- 4 R
The Evolution of Performance ‘ ‘ \\\\ ; T *

4, Over time, vpdﬁhering activity and employer ‘participation in TJTC
have been increasing, ahd TJTC has been dchieving the certification goals set
“for 1t by policy makers. The FY1980 goal of 250,000 certifications was reached
in June 1980. ' As of December 3%, 1980, almost 800,000 vouChers and 410,000
certifications had Heen issued since the beginning of the program. -

5. Changes in TJTC'performance in our sites since October 1980 have been
modest but gené€rally reflect lower interest and activity on the part of imple-

. menting agencies and.organizations,-as well as reduced resources. » Marketing

for TJTC has been reduced or eliminated in about/half the sites, and Employment
Service vouchering has dropped in about one thifd of the sites. ' .

6. In the sites included in this study, vouchering and marketing by the
delivery system are declining in part because°emp1oyer§ihgve continued to
participate in TJTC primarily by way of retroactive certifications, which do
not* improve the placement rates of the vouchering agencies. However,.national .-
data show that-vouchering has increased steadily, and, coptipues to increase, °
for the nation.as a whole. ’ '\ : -
Delivery System Topography i

N

*

" 7. The delivery system for TJTC, can be ‘best charaétérized as one of random
entrepreneurship, in the sénse that some agencies in some sites are implementing

the program aggressively, some weakly, and some almest not at aljl.

- o
[y
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8. The majority of Employment Service offices in our sites are voucher-
+ing TJTC eligibles only when there is a high 1ikelihood of placement, or when
either employers or cliepts request a voucher. ' The vouchering strategies of
.CETA Prime Sponsors are divided evenly betwgen blanket vouchering, selective
vouchering, and focusing on retroactive certifications.

9. Four types of organizations have been most active in marketing TJTC
to employers: Private Industry Councils, private firms assisting employers
in obtaining certifications, National Alliance of Business (NAB) metros,
and state and local Employment Services offices. :

Employer” Response

~10. Of the approximately 300,000 certifications issued between March 1979
and, the end of FY1980, about 150,000 were for students in cooperative edycatign
programs. It is estimated that, of the remaining certifications, 95,000 were
retroactive, and 55,000 were "new" TJTC hires. There is some evidence to
indicate that about half of the latter certifications involved at least a
marginal alteration in employer hiring pragtices. , -4

11. Most of the emp?byer§ participating in TJTC normally hire from TJTC
target groups and have signiticant numbers of TJTC eligibles already in their
laber. force. The biggest users of TJTC appear to be the major: hotel, fast
food', grocery, and retail sales chains. '

—Types of Participangs Served

4 .

. 12, seventy percent ‘of TJTC. vouchers and almost ninety percent of TJTC
certifications have been for the two youth target groups--economically dis- -
. advantaged youth, and students in cooperative education programs.

13. The most'active vouchering agéncies are the Toyment Service, CETA
Prime Sponsors, and cooperative education agencies, h over 90% of all
vouchers being issued by, these three agencies. K 14 . 8

+ 14, There has been 1ittle variation over time in either the types of
clients served by TJTC, or the distribution of vouchering and certification
activity. across the designated vouchering agencies./

15. There is sgﬁe evidence to suggest,that injmany cases, because of
tlient resistance, TOTC vouchers are not being used by TJTC eligible clients to

whom they have been issued as a tool to'deve]op jobs. -

B. Assessment and Expianation of TJTC Performaﬁée

Barrie}s to a More Positive Employer Respohge/ o /

1. Many employers believe that the Ehz/savings from TJTC are not large
enough to make it profitabTe for them to hire from TJTC target groups. In the

- epployers' view, the tax-savings are outweighed by the revenues lost from the
Jower productivity of TJTC eligibies. ) /ﬁ///

1.

=
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" cants for TJTC eligibility may be a vidlation of f&ir hiring laws, employers

do not want the1r decisions influenced by a tax credit. L
" Barrfiers to More Effective Imp1ementat1on ¢ ~\
| 7.

tax credit. v -
' 5. The large number of agencies involved in TJTC make coordinatiéﬁ//

.vouchering agencies, and to a lack of uniformity ingthe vouchering forms and

- where vouchering and job development are done have not been given strong

AN

2. Fear of involvement with the government is the s1ng]e most important
reasgn why many employers refuse to participate 1n-IJTC&even by way of retro-
active certifications.

é. It is very d1ff1cu1t for employers to alter the1r h1r1ng pract1ces
so as to take advantage of TJTC. Employers fear that screen1ﬁg job'appli- .

do not want to tommit personnel time to such screening, and often they s1mp1y

4, Many.of the ¥ouchering agencies are reluctant to implement TJTC be~ -
cause they believe that the small number-of certifications being obtained
do not warrant the staff time required to voucher part1c1pants and market the

difficult to achieve. "The uncoordinated nature of the-TJTC delivery system
leads to a reduced .sense of responsibility for TJTC on the part of the various

procedures employers face whensthey decide to partﬁc1pat€ in TJTC. N v
- Personnel in the vouchering agencies at the organizational level

1ncent1ves for dggressively 1mp1ement1ng TJTC

N -

Effects of Imp1ementatton on Performance ) -

S )
* 7. TJTC has been ach1ev1ng the .certifitation goa1s set for it by policy
makers at the natlonal level. TJTC certifications exceeded the planned 250,000
level ‘for FY1980 by over 50,000. The goal for FY1981 is 300,000 certifications,

and the performance in the f1rst quarter of FY81 suggests th1s goa1 W111/;353?

achieved a1so unless there is a significant change in emp1oyer utilizatio
the tax credit.

8. <eak 1mp1ementat1on of TJTC has hurt TJTC's performanc@ but. it -~
cannot be concluded that expanded effort by the delivery System , -
could raise TJITC performance to s‘ﬁ?tant1a1 levels of "new" TJTC hires. Even
in those sites where implementation was quite strong, retroactive certifications
were nevertheless a large proportion of the ‘certifications 1ssued.

9. The posture taken.by local Employment Service offices toward retro-.

. agtive certifications affects the level of retroactive certifications they

issue. Achievement of certification goals appears to require either active
marketing of retroactive certifications, or at least willingness to respond
to employer requests for them. -

10, The most successful vouchering strategy, in terms of being able to
achieve a relatively low level of r;troactive certifications and yet a rela-
tively high level of certification goal achievement, is vouchering all TJTC
eligibles so that they can use the vougher durinrg job search. Performance is
also improved in this sense if.TJTC is integrated into other program and
placement activities. .




Tvii

1. TITC performance is affected by the types of groups ‘involved in market-
ing and implementing it in a locality. -

12. Those sites that used a number qf approaches to market TJTC were more
successful in achieving certification goals than those sites that used no
approaches for only a few approaches. The. most effective appreaches, in terms

Lof gener%y1ng certifications, appear to be those that involve direct contact _
with employers or ascountants rather than mass media. -
13. The percentage 9f certifications that are retroactive is relatively

* high, and the level of cértification goal achievement is relattvely low, in
\ those sites where unemployment is either very low or very high.'

-

\

C. 'Implications . . . \ -

1. Because TJTC has not produced its expected pattern of delivery and
employer utilization--self-marketing by vouchered %lients, and "new" TJTC
hires by employers--conclusions ‘cannot be reached about whether this per- -
formance pattern would produce its desired impact of improving target group
employment. . ' .

2. Alone, adjustments in either the delivery system or the tax credit’s
design are unlikely to produce the desired pattern of delivery and employer
utilization. T L . :

v
e
’

. 3. The desired pattern of performance might be-produced by both eliminat- "
ing the retroattive certification option and targeting TJTC administrative .
. - funds for use in promotirig self-marketing by vouichered TJTC participants. 'Bg;
there is no guarantee that the desired pattern of delivery and employer partfci-
pation, even if it were achieved, would yield the desired impact of increased
employment opportunities for Epe target ‘groups? / :
| ~ * '. "N

»
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< : I. INTRODUCTION “

AY

3

A. NATURE OF THE "STUDY

Th1s report summar1zes some of the mos t 1mportant features of the 1mp1emen-
> tation and pjhfbrmance of the Targeted Jobs JLax Cred1t (TJTC) as observed be-
tween July 1980 andMarch 37981 in twenty—ftve areas thnoughout the United Stetes.
The report is not intended to present twenty-five case studies of TJfC, nor will
' ?pecific'examp1es from all twenty-five sites bé used. Rathéﬁ,‘the~%oces is on'/
,%dentification of ﬁetterns common to a number of sites, particularly the roles
-~ : ¥

of different agencies in TJTC's implementation, reasoQ§ for employer utiliza-

tion and non-utilization of the credit, the effects of the credit on employer

\

hiring and firing praetices, and variations in TJTC's_implementation and_ re-

sults across sites. o o

[
1)

" The data on which this report is based come from a variety of Scurces and

(3

provide a number of different vahté@e points from which to view TJTC: the
assumptions agg expectations of its designers; the'goa1s of its(implementers;

and the perceptions and response of the empldyers that do.and db not use it.
Because the resources of this phoject are necessarily limited and because °

local experience varies widely, observations on different points vary in their
v . . »”
precis1on and scope.

Six major sources of data were used: -

[ - —
4 1. ThE"most detaited and re11ab1e data come from a number of open-ended
A 3

personal diseussions conducted by the project staff with TJTC implementers in

the Empioyment,Servite and CETA Prime Sponsorships in the twenty-five sited.

Generally, these discussiony were with agenfent and operations staff invelved

. directly with TJTC's. impTementation at the poijt of contact' with employers and

s X -
TJTC target groups. !u! ever, because the 17 state Employment Service offices




. : A . ¢
in-which our 2{ localities are set are impoytant, THC managers in all 17

J . N - PR

offices were aflso interviewed.

2. During”’the Fahl 1980 field work, dfiscussiops werefconduéted-at each

]

site’uith one for more employers that were knowiedgeabTe about TJTC and had

S . M ...\é .
either taken Ldvantage of the\tax cred1t, pr had'vntent1ona11y avoided in- '

. & v
volvement with it. A total of 47 employers here contacted or rough1y two *

~

- k]

.

N per site, Note, however, that employers wefﬁ-se1ected for consu]tation on

a
- >

the basis.of TJTC ﬁmp1ementers recommendatfbns, and thus the set of‘emp1oyer

-

discussions “in no way const1tutes either a random sample or a systemat1c

‘ survey of employer views. .The d1scuss1ons w1th emp1p§%rs s imply provlde
* BN .
. some additional information that, when comb1ned w1th other data, support .

~

some genera1 observations about TJTC's effectsé%ﬁ L

53 /\‘;: i,

3. Add1t1ona1 1nformation about, emp1oyer-v1ews on the tax credit was

-

. obtained from several surveys conducted by other research organ1zatuons. One N

& c‘

such survey was undertaken 1n'1979 by the Office of'Program Evaluat)on of the
Emn]oyment and Tra1n1ng Adm1n1stration. ‘It consisted, of discuss1ons* mostly
) télephone conversat1ons, with 133 emp1oyers (spread across 8 d1fferent u?L
Régions), about half of whom were familiar with TJTC but wenevnot tak1ng
advantage of it, and about half of whom had actuaJ1y hired TJTC vouchered
N clients or had had the1r emp1oyees cert1f1ed retroact1ve1y - Second, the
,Ca]iﬁbrnia Employment Deve1opment Department provided us wjth its su¥vey of ‘
employers on the state's Emp1oyer Advisory Groups; A tota1 of 620 ehp1oyers\\

. uere interviewed in this survey, pr1mar11y to determ1ne the1r views of TJTC.
o Al s

‘4, DiSCussions were conducted with executives from severa1 pr1vate for- ’

<

_ %gpnofit firms that are assisting emp1oyers in screen1ng the1r emp1oyee£,for

. o e]igibi1ity for retroactive certificat1ons. Such firms were contacted in

& . ~ v . ?

Texas, Qhio, and Pennsy1van4a. . ‘ , -

- .« e

. o ., ee I -




‘basis discussions were conducted with agencies
’ o
. o R . ‘
serving ‘ex-offenders, cooperative education students, and handicapped per-
S s

\

sons. The purpose of these contacts was to determine the implementation

'.5° On a se]ected

strategies of these agencies and their experiences in using the credit for
) o

target groups not being served at high lTevels by the Emp]oyment Service and
éEIA Prime Sponsors Generally,qonly those agenc1es that eVidenced a .

Significant Tevel of TJTC vouchering activity were gontacted and hence,
J

again, this -set of,discuSSions in no way constitutes a systematiq survey of
the acfivifies and experiences of the vouchering agenciés in question: Over-

oaall, 36 1ndiv1duais in these other voucheringsagenCies were contacted, or .

about 1 per site. ST B P

Ay M -

6t where they were available, standard quantitative'data on the’ number ;\

©

of VQUchErs and certifications issued in gur 51tes, ang the characteristics
of participants served, were obtained from state’and local Emp1oyment SerVice
offices Loca1 Employment Service offices a]so prov1ded estimateg of the
percentage of their certifications that are retroactive and the types of
emp]oyers in their areas that are taking advantage of ;dTC . The U S. k
‘,Empioyment -Service provided us with standard TJTC quantitative data aggre-
gated by DOL Regions and. for the nation as a whole at sevéral points in

, time. However, we have discovered- that quantitative information‘on vouchers
and certifications is not very detaiied is handled somewhat\different]y

in each 1ocaiity and edch state, and prov1des only a rough profile of what //”*‘\
is happening TJTC is in many ways a data-poow program, and the state of ’
quantitative data refha*ts this situation vividly. .

Aithough nogg\of these kindsaof data by themse1ves provdde definitive

-

.answers to questions about TJTC's imp]ementation and resuits, taken together

%
~ b -

-




ST

!

¥

some explana\iOns, and‘raise doubts about other possible explanations.

sponsiveness of employers

L4

-

-

they give a fairly comprehensive view of what TJTC is producing, support

The field w6rk in the tWenty-five sites on which this report is based*

took place at three _points in time . The first round of field work was_

conducted‘between April and‘]ate June f§8Q and deve]oped a topographicai

map of the agencies involved in TITG's implementation The second round of

fieid work took p]ace between late August and 1ate October 1980.-~\At that’

time research was expanded to include discuSSions w1th emp]oyers familiar

-

’uith TJTC as well as Employment Service administrators-familiar with the

WIN Tak Credit, so that it was possible to compare the WIN and TJTC

experiences and begin expiaiping why empioyers do and do not take adyantage '

of the Tatter. The- third round of field work was conducted between :

"* February and 1ate March 1981 It updated findinqs from»orev1ous field work 3{

and expiored in moreldetail the client response to TJTC and the effects qf

TJTC s pending expiration (December 1981) on employer participation During

each round of fie]d work, .between 4 and.24 interviews were condugted, \i

depending on the complexity of the local TJTC’operation, the level of TJTC ‘ hw>

activit& by the other vouchering agencies mentioned above, and the re-
iamiiiar with or using the tax credit. A N

This study oflTJTC is being conducted simultane sly with a study of the

CETA\Privaté Sector Init?aiives Program (PSIP). latter study began in the .

Winter of 1979 and the sites chosen at that time now compose the sample of .

sites” for both the TJTC and PSIP studies. {ATthough the addition of the TJTC <

compgpnent to the existing JSIP stldy is economicaify and logistically efficient,

|

&
it does present some drawbacks such as oyr inabi]ity‘to ‘have pre- -salected sites
«
) ‘ ' PR ~ l'

- - .
. 5 .
3
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that would represent‘a variety of" approaches to and experience with TJTC.)

The sites were selected for-the purpose of producing a group that possessed

-

. 'S
several kinds of diversity: geographical spread, types of Prime Sponsor-

”~

ships, some that were PSIP demonstration sites beginning in the Summer of

1978 and some that were not, size of program, type of labor market, and

i

ethnic mix. ' ,

Table 1 Iists the sites and indicates the type of prime'sponsarship

4

areas present and the)federai region in which each is located. ‘\*

s Fhas report is' djvided into’ four sectiogs This, the first section,

concludes with a short overview of TJTC, a dichSSion of the differences

\ . .
between tax credits and employment and training programs, and a summary of

some of. the assumptions gﬂd expeétations underiying éne design of TJTC and
the system deiivering eiigibie participants and forms td,empioyers that
want to take advantage of it. Sgction IT describes TJTC's implementation
and performance both of which depart w1de1y from many people's expectations.
Section III assesses the effects of variations in TITC's 1mﬁiementation

on its pegformance in the twenty-five Sites includéd in this study, and ~

provides explanations cf why TJTC does not"appear to be producing the 're-

sufts expected of it. Section V contains some conciuding'thoughtsa

_B. TdTC:OVERVIEW ‘ ' . .

The Targetéd Jobs Tax Credit.iis part of the Revenue Act of igzgvéjgned

.

into ]aw November 6, 1978. 'It repIaces tne New Jobs Tax Credit and the re-

“.

lated Vocational Rehabiiitatwgn Tax Credit, th@t expired on December 31, 1978.

'The primary difference between the-New Jobs Tax Credit and TJTC is that the

former credit sought to provide‘pnivate sector empioyers with an incentive

. to expand total emponment whiIe the latter primarin aims at increaSing
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private.séstqr employment opportunities for]pnly certainﬂcategories of

LI
individuals--seven to be specific¥

-t s - - . . :
1. Recipients of Supplemental Security Income (SS1) phymen;s:

. 2. Handicapped individuals referred from vocational rehabilitation
or the Veterans Administration.

Econom1ca11y d1sadvantaged V1etnam-era veterans who are under
35 years. old. . .

Econom1ca11y d1sadvantaged youth from 18 through 24 years o]d

Economically-disadvantaged ex-convicts conv1cted of a fe]ony who
are -hired within five years of either release from prison or
date of conviction.

« 6. Recipients of approved state or local general assistance.

7. Youth, 16 through 19 years'o1d, partiéipating‘fn an approved

cdoperative education program.
\ '

An emp]oyer is e}1§1b1e for a tax credit on]y for h1res from among these

\
categorjes of individuals.

’
TJTC was intended to work by way of an eligibility, "youcher" that 1s ::g
‘given to an eligible job sesker by an authorized pub11c agency. If the
.1nd1v1dua1 is hired, the employer completes a portion of the voucher and
sends {t to an Employment Service office where 1t is reviewed to \psure

compliance with regulations. Assuming no problems have been identified,
. 4

a "certificat1on" is returned to the’ emp]oyer to provide necessary documen-
_ tation” for tax ‘purposes. ,
The law also pernits employers to apply for a tax gredit on a refr0=~.°
active basis that is, af;er an %mp]oyee has already been hired. Eligible
pToyees ‘hired after September 26, 1978, onward can earn the.tax credit

;for their emp]oyers for wages paid to them after. December 31, 1978. However,

- s

“'the retroactive e1191b111ty of these employees must be certified by one of

the vouchering agencies, in the sense that a voucher must be 1ssued And

1 the Employment Service, which is the on]x agency authorized to issue

4
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certificatiohs, must review the vouchers and issue certifications for

retroactives JuSt as it does for “new" TJT1C hires/ -

’ TJTC allows employers to c1aim tax credits on '30 ‘percent of first year o
wages (up to $6,000) and on 25 percent of second year wages (up to $6,000).
\However, because an employer's norma] deductions for wages must be reduced
- ~by‘the amount of the credit ciaimed, net TJTd savin&é‘ﬁepend on the empioye:zs
tax bracket -Actual first year savings can range from $900 for an employer
in the 70 percent tax bracket to $2,580 for one in the 14 percent bracket for .
each eiigibie empYoyee paid $6 000 for the first year of employment.

In part, to prevent empioyers from hiéing targeted workers to displace

nontargeted workers, there are two key restrictions in the legislation

mandating TJTC: ' . . ,
1. Wages on which the credit is claimed cannot exceed 30 percent of - ,
’ total wages paid to all employees of a firm; and .

2. The credit cannot .exceed 90 percent of an'embioyer s tax 11ab111ty
Also, no credit may.be claimed for wages of an employee for the period 1n‘
P which the empioyer received on-the~job training payments, or claimed the
WIN tax criddit, for that employee* v
TJTC eiigibie individuals may receive a'voucher from any agency authorized
to 1ssue them--Empioyment Seryice offices, CETA Prime Sponsors, State‘Vocationai
Rehabiljtation Departments, Genera1 A551stance Programs, the Veterans Adminis-
‘ - tration, Soc1a1 Security Administration District offices, and Cooperative Educa-

. N

tion programs.\\(Cooperajive'Education programs have somewhat different pro-

e ,and CETA Prime S@onsors are permitted to(issue ‘vouchers to a11 but Cooperative
e Education students. The othér agencies may on1y isdue vouchers to their client
groups or (with the exception of Cooperative Education) they may refer them to

an Empioyment Service or Primg Sponsor office, depending o what arrangements

¢

‘have been made iocaiiy.

f-%‘ .' . g .,l,‘ 18

cedures for hand1ing TJTC than do other aqpncies .) Employment Service offices .

-
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C. EVALUATING EMPLOYMENT TAX CREDITS

Employment tax credits pose serious problems for evaluation. 'Particularly
tricky is ascertaining’ the point at which evaiuation of the delivery system
should epd and evaluation of'the tax credit, the mix of incentiveg and require-
ment§ désigned to alter emp]oyer_gg;gvior, should begin. It is generally [
assumed, Qe think gorrectly, thaé delivery system performance affects the
extent t6 which traditional empioyment and training programs achieve their
intended effects, since these programs contain-a major bureaucratic compo-

‘nent. rE—Ih’gib]e individuals must be lTocated and taken in, assessed and
referred to training p?ograms, and trained and placed in jobs. A11 or at least

[

most of these drocesses are gontrolled more or less centrally and hierarchically
by a government agénc&--in the case of CETA, by CETA Prime Sponsors. In
contrast, however, eﬁbloyment tax credits are sometimes viewed as 1arge1y

se1f-admin}3tering: in tﬁe sense that tpey are intended to alter economic /'
+ behavior through éﬁ alteration of the tax structure.rather than th}ough a// )
| bureaucratic intervention ?n;e the Tabor force side of the labor markéf\\-
From this perspective, if anremp1oymenf %ax credit f?ils to induce significht
numbers of employers to.claim the tax credit or alter their behavior, then
th;\¥ai1ure is due to tﬁe nature of the,tai credit itself, not administrative

procedures and organization."And evaluation of the latter would appear,to

’ bezh wasted effort. In actua11;y, howeverf the extent to yhich employment

tax credits ngéessdta}e the iﬁvolvement of public agencies %%syond the

CY L ] .. -
Internal Revenue Service) depends oh,the~nature of the.tax credit itself,

and the U.S. experience with different types of employment tax credits

L]

o suggéé;s that tﬁEAexpegt anq nature. of kﬂb11c agency ,involvement may affect

T theAggtent’to which ‘employers claim tax credits. The question is how much,
. .

1

. and in what ways.

- -

I3
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édth-margina1 and targeted emp1oyment,tax credits have been tried in the
United Statesc Marginal tax credits attempt to induce employers to expand
tﬁéfr'emp1oyment by offering them a tax deduction for part of the increase in
vages they pay above a prev1ous year. In contrast, targeted tax credits
attempt to induce employers to hire certain categor1es of people by offer1ng
emp1oyers a tax deduction for part of the wages pa1d.to peop1e in the targeted
categories. In other words, although both typesdof credits offer deductions
for wages paid, marginal tax credits attempt to influence ngy_m$31 peop1e
emp1oyers hire, while targeted tax credits atté‘pt to influence who they hirev
Genera11y,.margina1 tax credits require little or no government imp]ementation
because firms certify their own e1igibi1ity1 whereas targeted tax credits re-
quire bureaucratic administration to certify the eligibility of employees for
whom the credit is being‘c1aimed . 4 I.
Experience with these two types of employment‘tax credits suggests that
marginal tax credits are <laimed by employers mucn more frequently than
‘targeted tax credits. The New Jobs Tax Credit (NJTC), which was signed into
. Taw as part of the Tax Reduction and S1mp11f1cat1on Act of 1977, is the only
marginal tax credit,that has been tried in the United States. Although the
tax savings offered Pnde the New Jobs Tax Credit were less than those heing -
' offered under ex1st1ng t rgeted tax cred1ts (TJTC WIN, and welfare), ‘employers -
- " claimed the former much more often than they have.the latter. With certain f’

. restr1ct1ons sim11ar to tbose in TJTC, the New Jobs Tax Credwt a11owed employers
-

to deduct 50 percent‘of the 1ncrease in thexr wage base above 102 percent of

the wage base for tJe prevfous year. The deduction could Jbe claimed for up to
$4, 200 per p1oyee‘ and the employer's deduct1on for - wages was reduced by the
amount” of he credit LTherefore, actual max1mum sav1ng§ could range between

g
: " $1,806 for emp1oyers in the 14 percent tax bracket and $630 for eﬂb]oyers in

the ZO percent tax bracket, compared to corresponding TJTC savings of $2 580

~




)11
and 5900, for each emp]oyee paid the max1mum deduct1b1e wages dur1ng a single
year. DESp1te the fact that the. New Jobs Tax Cred1t offered less savings and
was advert1sed no ‘more than TJTC, emp]oyers c1a1med New Jobs Tax Credits for

wgver three t1mes as many employees dur1ng NJTC s first year of operat1on as
they c1a1med under TJTC dur1ng its farst year. At least 1.1 m1111on employees

»

were subs1d1zed under HJTC in 1977, whereas only s]1ght1y over 300 000 employees.-
‘were subs1d1zed under, TJTC during Fiscal Year 1980' ‘ :

The Tower level of employer credit-claiming in TJTC re]at1ve to the New
Jobs Tax*Cred1t might be due to the’ combarat1ve]y 1ange role of pubﬂic
agencies in targeted tax credits generally, but it may also be that public
agency 1nvo1vement does not affect how many employers claim credits or alter

their hirifig behavior. There are at least four other plausible ‘explanations

for the different levels of emp]oyer'credit-c]ajming fomnd in the two tax

e A .
credits. First, insofar as employers are re1¢ctant to -take advantage of

a targeted tax cred1t unless they normally. h1§e from 1nd1v1dua1s “close to“
the targeted groups, targeted tax credits may be usab]e to fewer emp]oyers '
than marginal "tax credits, whi¢h can, be taken by any growing firm regard]ess
of the types_ of people 1t\h1res Second, the greater emp]oyer cred1t c1a1m1ng§°
.1n the New Jobs Tax Cred1t relative to TJTC might be a function o? xhe
economic cyc1e The New Jobs.Tax Credit was 1aunched dugﬁpg a per1od of
°,business expans1on, wh11e TJTC has been ava11ab1e during a period of little
econom'p growth. Third, the tax 11ab111t1es of f1rms‘probab1y;vary i /{
syétematica]]y aiioss sectors-of the economy as we]] as over time. If f1rms
are un]ikely to claim deductions in a targeted tax cred1t unless they '
norma]]y h1re from 1nd1viduals approx1mat1ng the target groups, and if such
firms have fewer tax 1iabilities than growing firms, then 3 1ower 1eve1 of

employer Credit-claiming shoyld be expected in targeted cred1ts re]ative to

margdna1 credits. Finally, NJTC, unlike TJTC, was not an e]ect1ve tax cred1t,

1
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employers were required to claim NJTC unti] the Reyenue Act of 1978 eliminated
this requiremeqt retroactively Ande:his ma? be another reason why employers
claimed NJTC more frequently than they have cla1med TJTC- In short, the
question of whether aspects of the delivery system affect the performance of _
employmeht tax credits is*neither 1nconsequent1al nor easy to answer.

In evaluating employment tax credits, three factors mu;t be assessed
beford conclusions can be reached about whether and why they are achiev1ng

their inteénded results. First, it 1s necessar'y to @efermme the extent.

x\ to which the delivery system performed 1ts tasks . In targeted tax credits,

Tl

the del1very system must at least publicize the aiailability "of the credit
and certify the ellglblllty of employees for whom employers would Tike to
take the credit. Second, it is important to obtain some- 1nd1catJon of

A3 ‘o

& -
the frequency with which employers claim thewcredit, and 1degt1fy reasons for

e

infreqbency of credit- laihﬁng where it occurs? "No employment tax credit can

be successful if it fails to stimulate 91gn1f1cant numbers. of emptoyers to -

v —claim the tax cred1t. Third, however, the effects of, the tax credit on employer

hiring, firing, and retention decisions need aJso to be con51dered, sincé _‘

employer credit- claiming alone may not mean that the tax credit has altered
employer b avior. It may be that only already gnowing firms take advantage of
S

marginal tax cred1ts, and.that only firms that,normally h1re from the targeted

4

groups take advantage of targeted tax credfts, 1n4wh1ch-case both typesfof tax
. % ' .
_credits simply subsidize some employers and employees witheut having produced

‘. £

any special behavior on their part. '. . ‘

This study examines each of these aspﬁsts of TJ7C and compares the

)
‘actualareSults achieved in each area to the reSults that could be expected

Ny
‘given the assumptions underlying the de51gn of IJTC and the system established

to deliver it. The purpose of this comparison between actual and expected

:Fesults is to inform the implicit theory under] ing TJTC-~the assumptions

& . - B e . "
‘H ~ L4 '22 .l . L
¢ . | : ‘

.r
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I 1Y . ‘ "
about delivery system, employer, and client motivations. The analysis begins

in the next section of this report with an explication of TJTC's underiyiﬁg
—— st N P )

" assumptions and expectations. - s ‘ . J

D. ASSUMPTIONS AND EXPECTATIONS
Introduction ; '
Various pegpie at both the iocai ana natipnai levels havet&xariety,of
expectations about what results TJTC should achieve. #The purpose of this
section is to articulate these expectationd and explicate some of the

~
assumptions underpinning them." It should be hoted, however, that the expecta-

tions and assumptidns discussed in this section are drawn from a number of

Squces, and are presented here only as a guide to evaiuation not as

-

a reconstruction of the polic process. Many people were, and remaifi, doubtful

that TJTC as 'legislated can,have much impact-en employer hiring practiées and
target group empi%yment In"particular, the national of{ice/of the United

" States Empioyment Serv1ee (USES) anticipated m?ny'—?)the problems in TJTC
' identified by this®study and attempted to deal with these problems prag-

—_—

matically, even though in iarge part thehﬁragiems stemmed fron. aspects of
the TJTC ‘Tegislation ‘over which USES has no: control. In short, the expectations

3 S ¢ -

presented in this section represent a "best case," with the assumptions

K4

underiying them providing a theory .that can be informed empiricaiiy -

Expectations and Assumptions about Economit Impacts

" TJTC provides a financiai‘incentive for empibyers to hire individuals . 4

from groups’that are at'a competitiVé?disadvantage on the labor market

-because of 11mited/ﬁ/?k experience, poverty backgr unds, physitai handicap,

* -

or other factors that tend to put them 1o among,empioyer hiring preferences

) Cieariy, whatever else TJTC might be expected'to accompiish, it is reasonabie
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3

.o an
" to expect it to increase private sector emp]oymenttopportunities for TJTC
target groups. In dfscussing TJTC, people have suggested to us the follow-
ing ways in which they think this will happen:
, 1. Employers will alter their hiring pract1ces so &s to be ab1e to

. take advantage of the tax credit.

2. TITC will promote growth 1n the kinds of jobs TJTC target groups
T are capab1e of perform1ng, even if h1r1ng practlces are not
affected .

-, .

3, In order to maximize their tax savings under TJTC, employers will
be reluctant to fire TJTC certified employees, at least more
re1uctant than they would be 1n the absence of the tax cred1t*_//

Each of ‘these expectat1ons rests on a number of”’ assumpt1ons about .

‘eMp1oyers and TJTC target groups. Althdugh the assumpt1ons vary depend-
ing on the expectat1on in quest1on, the following ones have béen shown by
our, research to be. 1mportant 1f emp1oyers are to respond as expected ,‘

~
L Insofar as emp1oyer§?perce1ve the productivity of TJTC target
groups to be Tower than that of their regu1ar empldyees, 4
_  ‘employers must believe that the tax savings offered by TJTC
Bt are greater than the-revenues anticipated to be lost* due to
- this Tower produCt1v1ty ~
2. ‘Insofar as employers perce1Ve "h1dden sts" in fJTC 'these‘_ -
hidden costs together with ant1c1pate productivity costs
must-be less ‘than the tax saving from TJTC; These hidden
, costs might include, in“the empl yer's view, increased »
7 ,11§g11hoqd of an 'IRS audit, problems that could be created
- _amang -othér-members of his labor force dne to the presence o

~ of TJTC eligibles, and So on, / v

‘3. Employers must have tax 1iabilities Aﬁd hence find a tax
deduct1on usab+e - ’ \\,\

;- Emﬁ!iqers must ‘beiieve- that an alteration in their hiring
'~ practices based -on TJTC eligibility cr1ter1a is not a viola-
tion of fair hiring laws: ® ‘
5. Emp1oyers must base their hiring, firing, and retention de-
cisfons on some calculation of costs-(productivity and hidden
- costs) reTative to benefits/(tax savings). '

~Belivery System‘g_pectatfons and Assymptibns

% The system established to 1mp1emeﬁt”TJTC eligibility determination,

14
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vouchering, apd certification includes seven'sets of agencies: the\Emp1oy-

ment Service, CETA Prime Sponsors, 16cal Social Security Insurance offices,

-

vocational rehabilitation agencies, the'Veterané Administration, and sghool

&
[ P

systems with approved §66Qerative education programs. However, of these

agencies only the Employment Service received any funds. to help cover the
. I . -

costs t implementing TJTC, and the funds it received were quite small. - With

these fundgl State Employment Service E?fises -.could produce and maintain an

adequa e supply of voucher and cert1f1cat1on forms, tra1n voucher1ng agency

staff in p ogram operat1ons, provide technical assistance, deve1op and dis-
tr1bute pub11c1ty on TJTC and estab]1sh a toll free (NATS) te1ephone number,
;jhus"TTanat1ng the need for. the other voucher1ng agencjies to dup11cate
these efforts. But little money was prov1aed to the Emp1oyment Serv1ce, and
nq'monex'to the other vouchering agencies?‘to pay for the staff time re-
.quired_to vouche; TJTC eligibles, conta;t enp1oyers, and pe”f9£T;9the” duties
requdred'for TJTC's implementation. Nevertheless, most people expect atl of
the designated vouchering agencies to use TJTC as a~p1acement.too], that is,
they expect TJTC t\\be conscious1y 1mp1emented The following reasons have

been given to support this expectat1on~ : .~

1.

2,

4.

THTC will enhance the. designated vouchering agencies' ab111ty
to placg the1r £lients 1n pr1vate sectgr jobs. — i
TJTC will expand the range of businesses in which the agenc1es .
can %hace their clients, allowing the agencies to develop jobs
with *higher pay, more opportunity for advancement, increased
1ikelihvod of retent1on, and so on.

TJTE will enhance the 1ikelihood that employers will retain the \
agencies c11ents during the first two years of employmeht. ¢

TJTC will 1mprove emp1oyer response to the agencies¥ other pro-
grams outside of TJTC.

) As with expected economic impacts from'TJTC, these reasons for expect-

1n§ designated vouchering agencies %P implement TJTE rest on a number of

)

»




assumpt1ons A’vthOugh the assumptwns vary depindmg on the expectation-in .

que5t1on, the fo]]ow1ng ones have been shown by our research to be jimportant:

R el

.1.‘ TJTC must generate new hires that potent1a11y can increase the b
. placement rates of the vouchering agencies, not primarily retro- .
¢ o act1ve certifications' that do not ‘afféct agency p]acements.
* ~
. 2. The p]acements achieved per hour of -work with TJTC must be equa] ‘
— to or greater thao the placements achieved per hour of work with- N
out TJTC. < i )
N 3. TJTC 1mp1ementers in the des1gnated v0ucher1ng agencies must have = v
* some 1nterest in deve]op1ng better jobs for the1r clients. - u
o 4, Pérsonnel in the des1gnated voucher1ng dgencies .must base their=- ,
~ e . decision of whether to 1mp1ement TJTC on some calculation of-the .
. ratio of implementation- costs. (staff time and effort) to~ benefits
B (1ncreased placements, expanded business/contacts,. inproved .
retention. rates). ‘ .

. Overview of Expected Performance - N\

: ‘Overall, TJTC's design envisions a dia]ectic‘between implementation -
and performance, The d1a1ect1c should evo]ve roughLy as follows: Designated
vouchering agencies beg1n market1ng TJTC and 1ssu1ng vouchers in hope of
increasing their p1acement rates, and of course in response to the dictates

* of administratord.in their national offites. Once informed QF the tax credit
and finding vouchered participants seek1ng employment, employers alter their
) hiring practices by hiring from the target groups. so as to take advantage of
( °, ) ) R >
. the tax savings. Then,, finding that TJTC does improVve p]acements, voucher-
\ o
ing agencies increase marketing and vouchering, emp]oyersh1ncrease their
participation, and the dialectic begins again. ‘ )
T \\ For the dialectic to, so to speak, take gff, a number of conditions must
_ be fulfilled, The delivéry system must initiate movement,by'marketing TJ7C
. and ii:uing vouchers. Vouchered participants as well as the delivery system
must use TJTC as a t o] foe obta1nrn§%emp1oyment for target group members. A
And employecjymﬁgg/aiter their h1r1ng practices, or at lease—increase their .
-” ‘ . /,, ' !

PR ~ B - f)
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wi111ngne§s to hire the clients of the vouchering agencies. If the expected

) . pattern of pérformance does ‘not occur, then it is 1ikely that one or more of
B these conditions has not been fulfilled. B -
i ¢ ! *
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* . could implement TJTC either by vouchering all or most TJTC e1igip1es and

. pattern depicted in the upper-right ce1] of Table 2, where vouchering agencies

.‘\

s

" 11. PATTERNS OF IMPLEMENTATION AND PBRFORMANCE

A. OVERVIEW - .
A
The basic finding of our research is that the pattern of implementation
and performance expec?ed of TJTC has not’occurred In many of-the twenty-f1ve
" sites included in this’ study, local Employment Service offices and CETA Pr1me
Sponsors are skeptical of TJTC and reluctant to use jt extensively as a
placement tool while most emp1oyers are part1c1pat1ng in TJTC by way of (
retroactive certificat1ons and are not altering their h1r1ng, firing, and//”
. retention practices. Tab1e 2 on the following page delineates four patterns
of performance'by crosstabulating types of employer participation with strategies
.of imp1ementation. Emp%oyers could take advantage of TJTC gither by'hautng
existing employees certified retrdactive1y: or behtrino vou:hered TJTC
partic??ants or. both. As previously stated in most cases retroactive
certifications do not increase placement rates for desi%gated voucher1ng

agencies and hence are un11ke1y to generate much enthusiasm for TJTC on the .

part of these agencies. For their part, the designated vouchering agencies

letting them market themselves to employers, or vouchering TJTC eligibles on

" a se1ective'basis, say, when there is a TJTC job order approprgate for a -
TJTC eligible or some other reason to expect placement to occur. iﬂ:mandatind'

( seven vouchering agencies and establishing vouchering and certification goals

“fbr Employment Service offices and CETA Prime Sponsors, policy makers and

~..

- TJTC administrators at the nagQOna1 1eve1 appear to hgve expected the performanceé °
) voucher a11 or most of their eligible clients' so that’ they can improve their ' .
chances on. the Iabortmarker, and where emp]oyers hire theSe vouchered
In actuality, however, the
.

é‘l
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) perforﬁiﬁce pattern found in most of our sites is.the one depicted in the
Tower-left cell of the Table, where there is limited vouchering, and employers
. participate primarily or exclusively by way of retroactive cetﬁif%cations. i
A TABLE 2: ALTERNATIVE PATTERNS OF TJTC PERFORMAMNCE
’ s X . ¢ v
Employer Response
) . Predominantly Many. "New" TJTC
‘ . Retro. Certs: Hires . «
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. Movement Movement
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Moreover, changes in the ﬁerforﬁénge patterns of ou} sites over time ﬁaVE

Egggéd to be away from, rather than toward, the desired or expected pattern .

.of the upper—right,cé}y 6f lhe ﬁhﬁ]e. 1t would have been reasonable to R
exXpect the vouchering agencieslyo begin implementation with a restricted |
vouchering ﬁﬁ]icy, and for employers to'{ﬁitially partfcipaté }n TJTC by way
of retroactive certifications Aﬁa then begin hiring vouchered TJTC eligibles.

In turn,‘once”emp1oyers began segking and hiring vouchéred participants, the

‘vouchering agencie§ could bé ekpected\to expaqd their vouchering activities

" in order to increase their placement rates. * In other words, it would have
been reasonable, given the assdﬁptibns.under1ying TJTC about employers and -

4

. %4
the delivery system, to expect movement from the lower-left to thé upper-

right cé11s of Table 2.. Howév%r, where movement has occurred in our sit;s,
- T it has been bétweéﬁ;the two'ce11s at the Teft of the Tab1g, with Tittle-or
no dhaﬁge in the mode of employer participation. in several sites, hqtap]y
‘i thosgvjn California b@t'others }s well, restricted ;ouchering was replaced

by bl;ﬁket vouchering in an attempt to increase certifications, but, when the

Jevel of certifications.failed to 1NCrease'significant1y,‘the restricted

vouchering policy was'rqinstitd?ed.' Likewise, a number of Employment Servi;g

e

“

@: . -

offices and CETA Prime Spopsors in our sites began implementation w{;;:é‘ e
% policy of vouchering &11 TJTC eligibles, but then rep1aced}fhis with restritted
o . 4 & .

vouchering after finding-that féw vouchers were associated with certifications,
and that most employers participated by way of retroactive certifications.
Although important, these basi§ findings leave much unsaid. The remainder

F e

K N of- this section describes in detail the evo1Lt10n of TJTC's.perfo§mance, and -

its deIivefy systeﬁ, marketing, client recruitment, and employer response.

. : ) ’ 3\
~ _ R . IV \J o
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g Changes:in TJTC Regulations and Guidelines

. when the Department of Labor-issued a.Field Memo (FM 18-80) ciarifyihg the

B. THErEV6LUTION OF TJTC IMPLEMENTATION AND PERFORMANCE

->

There have been three significant changes in TJTC regulations and guide- ™°
lines since February of 1979 when the tax credit became available.- The
April 3, 1979 CETA Regulations estab11shed 1n1t1a1 3)4/e1on of respons1b111ty

o
between Emp1oyment Service offices and CETA Prime Sponsors in implementing

voucher %nd certification procedures. Under these regulations, CETA Prime
Sponsors could 1s§ue vouchers for only the three economically disadvantaged
‘target groups (Vietnam-era veterans, youths 18 through 24 years old, and
ex-offenders), and they were required to enter into formal agreements w1th
Employment Service offices regard?ng eligibility determination, referral, and
marketing for TJTC. References to TJTC in @he,régu1ations were brﬁg;:*in
large part 1eevirg adﬁinisé?ative prOfedures to be\aeve1oped T0E311y;

The first significant'cﬁenge Qn TJTC regulations occurred in October 1979

.

"= “pole of Prime Sponsors in TJTC's 1mp1eﬁentation. Prime Sponsors were infermed

that they sheu1d'1ntegrate TJTC vouchering into their existing intake and -—j

g4

’. placemént procedu ;, delegating this responsibiiity to theK pﬂoymenf~$ervice

only when they had a formal agreement to do so and the Emp]o ent Serv1ce

was an agent -in CETA intake. Prime Sponsors were required to 1ssue aﬁ

éfppiicant Characteristics Form at the same time that they issubd vouchers, ?

*and forWard both to the Emp1oyment Service for review.. When v/uphered clients
e
were hired, employers returned the vouchers to the Employment ervice, which

)

onsor-re onsibi]ities

issued a certification and sent, one copy to the Prime Spons one copy

back to the employer. This clarification pf Prime
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The second 51gn1f1cant change in TJTC regulations was accompanied by an -
~

.

effort from the nationai ievei to motivate increased vouthering on the part
:of local Emp1oymepf’$erv1ce offices and CETA Prime Sponsors. In January 19890
the Department.of tabor issued’a Fieid Memo (FM 135-80)4estabiishing a goal
of 250,000 tertifitations by the end of'Fiscai Year 1980. For the First time

-

the Empioyment Serv1ce was allowed to use Title III grant funds for vouchering

as well as managing and administering the tax credit And CETA Prime S::nsors
: were authorized to issue vouchers for aIIOTJIG target groups;except cooperative

edu;ation, rather'than only the economicaiiy‘disadvantaged‘target groups.' -,

The field memo strongly encouraged Primé Sponsors to voucher all TJTC eligible

clients that were ready for empioxhent Moreover, Regional Department of

Labor officials were required to meet with state Employment Serv1ce offices

¢
and CETA Prime Sponsors by February 28, 1980, to provide technicai assistance

2

and establish state-w1de voucher and certification goals for both the
Empioyment Serviqe,and the Prime Sponsors. These meetings were intended to

stimulate increased vouchering actiuity at the lacal Tevel.

* *\h Finally, the -Department of Labor issued several additionaI statements on ¥

JTC in the Spring of 1981. Department of Labor Field Memo 117-81 estabiished
certification goals for Fiscal Year 1981. These goals had been transmitted to
dégionai Department oprabor offices in August'1980. ~The 90a1,for‘FY81 is

* 300 060 certifications In the same Field Memo, agehcies’participating in
TJTC were urged to increase local marketing efforts, increase the level of

"new“ TJTC hires. (as opposed to retroactive eertifications), 1ntegrate TJTC
with other employment and training programs, and baiance activitiés among the
taroet groups so that they reflect the size of these grdups as a proportioh
of the eligible population. Moreover, USES adjusted the fundind formula for
TJTC administration to encourage "new" TJTC hires over/Fetroactive certifications.

[ ' iw . '.
‘At roughly the same time (April 7, 1981), Employment and Training Handbdok
\ ' . -

“
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represent a large proportion of total TJTC participants because they are

°
- -

Number 372 was eltered to reeuire quérterly rather than monthly reports on
certifications and+vouchers, and data on retroactive certifications. Many of
these changes in TJTC~guidelines appear to have been intended to address

prob1ems identified in TJTC during Fiscal Year 1980, notably the high

'proport1on of all’ cert1f1cat1ons estimated to be retroact1ve and the greater

than proportlonal serv1ce to cooperative education students relative to the

other target groups in the eJ1g1b1e populat1on

It is doubtful that these most recent changes in TJTC guidelined will
have much effect on either retroactive certifications or levels of, service to ,
the target groups, but earl?er~§hanges'in TJTC definitely improved delivery
system perfo e during TJTC's startup. After the emphasis on TJTC by the
Department of Labor during January apd February 1980, local Employment Service
offices and CETA Prime Sponsors beggﬁ to take TJTC much more seriously than
tney had initially, and vouchering activity did increase. ' Without this push,
it is doubtful that agencies at the local 1eye1 would have gfven TITC much.
attentton at all. N ‘ .

However, g¢urrent efforts to alter the proportion of certifications that
are retroactive and the d1$tr1but10n of serv1ce across TJTC target groups are
un11ke1y to be successfu1 because both of these aspects of TJTC performance
depend heav31y on employer motivations, wh1ch are un11ke1y to change regard1ess

of changes in TJITC's delivery. As discussed further in this report, retro-

active ertifications are more. frequent than "new". certifications because

emp yers prefer to part1c1pate in TJTC 1n this way. About all the delivery

_ sy tem could. do to influence significantly the proportion of certifications )

that are retroactive, "is to make it more difficu1t for employers to have their

e11gib1e emp]oyees vouchered and cert1f1ed retroactive1y, something the system *

f'is unlikely to do _because it needs the retroactive certifications to be able

to achieve” certiffcation ‘goals. Similarly, cooperative education Students

» .

A
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probably .the Teast djsadvantaged of all the TJTC target groups. - t

Leye1 of Planned Certification Achieved S

/- A1though the" actual performance~pattern found in,TJTCOhasfnotscdnres: .

s__‘gxnded and‘dges not appea: fo be approaching the pattern expected, ch use

has 1ncreased, and TJTC has been ach1ev1ng the cert1f1cat1on goa1s set
for it by policy makers at the national Tevel. Tab1e 3 shows the cumulative
number of vouchepse(796 335) and- cert1f1cat1ons (407, 532) issued between
March 1979 and Dacember 31, 1980. Dur1ng this period; the number. of vouchersg? )
issued each month has 1ncreased fairly stead11y, whereas on1y 2,§51 vouchers Ny
.. Were issued in April 1979, almost 6 QOO v0uchers were 1ssued each month
between October and December 1980. In contrast;uhbwever, the number of
certifications issued each.mpnth rose fairly-steadily frpm April 1979 to
January 1980 but then te11 steadily through August {980. Between'September
and gecember 1989, the number of certifications issued* each month bedan risinbkf
again and is prohably back up to'the level attained in‘January°1980. The -~
falloff in certification activity between Febcyary and August j980.was -
:w. . probably a function of the downturp in the bdsdness cycle that occurred dyring

» - . . ] 1

) "that period,, as well as a decline in participation by c perative education
Y ’ ) R o :Sl?,;' " < 1 A . »
students during the summer months wheén school is not in session. :

In almost all regions-of the United States, TJTC has been achieving its
certification goals. Tab1e 4 shows the.percentage of .planned certifications

-~

achieved bx Department of Labor Regions from March 1979 through September 1980,

| and from October throughMDecember 1980. Except for Region IX, all Reg1ons

v

exceeded plan, usually by wide margins; Lakewise, for the nation as a whole

'

TJTC certifﬁcations exceeded the planned 250, 000 1eve1 for Fisca1 Year 1980 o '
by d&er 50 000 The Department of L;ﬁSr has estabPished a goal of 300 000
certificatfons for Fiscal Year 1981, and the performance in the first quarter

of FYBT suggests this goal will be achieved also, unless there is a significant .

‘ change 1n employer utilization-of the tax credit.
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TABLE 3: TJTC ACTIVITY (CUMULATIVE),® MARCH,.,1979 - DECEMBER, 1980* '

Month - " ' Vouchers - Certifications .

March, 1979 R /7 S ean

April ' .- 3,325 1,390

- -

May . 8,805 3,978 °
June Tt 19,026 N 8,416
duy. . 35,217° 13677
August 58,370 - . 22,835
September 89,527 37,020
‘October 7 - 125,241 . 58,175
November - Cosnaz e 7 78,08
December " 199,957  ° 108,730
January, 1980 © 249,928 " 141,062
February - 298,771, 9170,507

“March : 346,127, 195,533

<

il T 391,996 216,762

. May - % 437,002 o+ 235,214
. hd . N D /

2

June © 462,386 252,934
Jly | s 526,401 269,870

>

August 568,473 284,598
September 616,942 " 305,748

°

-4 ° e

- -
° © . ! v '
A

’
‘-

December’ ' ' . 796,335 _ . | 407,532
e , ) "__ L "‘; . )
*Source: Targeted Jobs Tak Credit Program MSnth1y Surimaries, Periods
Ending August 30 and- December 31, 1980; U. S. Employment
Service, 0Ffice. of Pnggng@ Review..

% /
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. TABLE 4: PERCEATAGE OF PLARD CERTIFICATIONS ACHIEVED BY
° - - DOL REGIONS, FY79/80 and 1st QTR ,FY8(] .
’ ) Y. ) . ~ 1st Qtr. 1st Qtr. 1st'Qtr.
. FY79/80 FY79/80- - FY79480 FY81 - FY81 FY8] :
‘ -+ Plan Actual % Plan - Plan Actual % Plan
\"/ Region Certifs. Certifs. - -Certs.Ach. Certifs. Aertifs. Achieved
) . o . 7 ] ~
_ \ + - M,778, © B985, - 1192 .- 3,525 3,781. -107%
v 11 28,225 28,892 e 7,00 o 9,812 1393
5 _' 111 ~ 27,150 37,79 o 139% . 8,100 1,718 145%
: IV 47,975 86,364 ° -.180% , 19,425 . 25,985 134%
v 44,175 49,029 rj]% i 12,600 . 16,916 134%
e VI 26,725 38,153 143% ' 84,025 .~ 14,919 186%
x VID - 13,250 14,513 110% 3,825 5,481 143%-
it ~ > ° . R o 7 - \
: VIIT® 8,900 10,813 - 122% 2,550 - 3,162 184%
x 31,725 13,904 : " 443 *7,275 5,146 %
. / < < . L] i
C 12,330 - 122% 2,625 4,879 186%
+305,743 RN 32 75,000 101,789 136%
o . ’\‘,...V _;‘-.“ 4 _V
: . ~- ; , ’
< ’ ! .&
. 5. - ‘ .
T - 37 B
. | . }‘ h \ Y
' - - ’ , ‘ N \\\\\\\w‘rm’,&‘
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Delivery System Response_

The three waves of fie]d‘worh for this study provide three snapshots of
TJTC's imp]ementation and_performance: One in'thesSpring of T980, one in the
Fall of 1980, and a third in the Winter of 1981 ’During the firstdround of
field work, which was conducted between Apr11 and June 1980, we obsegved that

. Zmany Employment Serg;ce offices and most CETA Prime Sponsors were not vouchering
a their TJTC eligibles in hlgh numbers because often they did not be]ieve TJTC
is an effective placement tool. On average, about four-fifths of the
certifications that had been issued in our'sites were retroactive; in most
- sites there was little cgnrdination between the designateJ vouchering agencies
and oniy a few people in each site even held goa]s for TJTC€ TJTC did not
'\/// appear to be generating enploger‘particigation in gt;;L Employment Service
and CETA programs, and most TJTC 1mp1ementers be]iev » on the basis of the
empioyer response to the tax credit, that TJTC was/;fituaily invjsib]e in the
‘business community. -. [, : '
. _ During the second round of field work, which was conducted between August.

and October 1980, we obsérved that modest changes had occurred in TJTC but

LRt

the changes weré . outside the Employment Service-Prime -Sponsor nuc]eus The
f:/ ' most significant, aithough nevertheiess quite modest change, was an increase
in the interest and involvement "of Private Industry C0unciis (PICs), other

,vouchering agencies, and private-for-profit firms assisting businesses 1in 4

obtaining certifications. 'PICs, which during the. $pring had been active in
TJTC in only 7 gites, were found in the Fall to be active in 10 sites.

vy
-

In almost all cases this involvement was.in marketing TJTC, usually withga

. stress on retrantive certiffcations. as a way to attract business interest

e R A e v,
« G LT T
“
.

in PIC aetivities. "Likewise, 9 sites reported increased activity.by other

vouchering agenhies. in'most cases vocational rehabilitation agencies.

Finally, in 7 sites new/er increased activities were observed ~among private

companies that assist local employers in taking advantage of TJTC. At the

o > »

. . -
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time of the second round of field work the on]y sxgn1f1cant change observed

" in the emp]oyer response to TJTC was a slight decline in one site in the -
average percentage of cer_'tifications that were retroactive._' % , -

‘ . Changes’ in TJTC since the second round of field'work have been modest 449

/hut genera11y‘;ef1g§t lower interest and activity on the part of implementing
agencies and related organizatioq'. Three significant Ehanges have occur:ed
tn the implementation o?'}JTC First, market1ng has been reduced greatly or
e1i;;hated in 12 sites, while it has\hgen increased in only 3 s1tes In the
remaining 10 sites market1n as remained stable, QSuaIIy at a Tow lével
ut111zing emp]oyer seminars and job'deve1opment contacts to spread the word
about TJTC. In about half of the sites where marketing has been reduced or
e11minated sthe reduction or elimination was due to a lack of marketing funds

In the other half of the sites.where marketing’ was curtailed, however, TJTC //

implementers be1ie;e that ear1}er marketing effarts failed to generate -

_'endugh employer interest to justify contihuation of the maﬁketihg effort.

“The second‘significaht ghagge observed in TJTC's imp]ementat;on since '

the second;round of field work is reduced vouchering activity on the part of j

local Employment Servjce offices. A1thgugh Emp1oyment Service vouchering

_ remajned stable in 14 sites and increased in 3 sites it was reduced in 8

sites. -Four of these sites are in Ca11fornta which replaced a blanket

\

vouchering ]911cy with a restricted vouchering +-policy after finding that
blanket vouchering produced 1ittle increase in certifications. In contrast, fr//‘\\
2 of the 3 sites with.increased vouchering are in Texas,—;hIEh recent1y C e,
provided funds through a Governor's grant to staff positions for ma:%:ting
and issutng retroactive certifications.‘

The third change dbserved in TJTC s 1mp1ementation since the second
round of field work is an inchease in activity by pr1vate~firms assisting 7
Tocal employers in obtaining re foactive certifications. Seven sites reported *

39 .\\ \
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néw or 1ncreased aqtiv1ty on the part of these "TJTC vendors," as they are °

somet imes caiied. TJTC vendors are now active in 14 of the 25 sites included
®in this study. | '

‘ Finally, a modest change has occurred in the empioyer'respon;e to TJTC,
pgrhaps due to the fact that TJTC is scheduled to ‘expire at the end of 1981,
Three sites report increased employer interest and utilization of TJTC, while
the employer response was reported to be stabie in all but one of the remaining
22 sites, Likewise,. although 2 sites reported that the percentage of certifica-
tions which are retroactive had declined since previous field work, 9 sites

"reported that retroactiye certifications as a proportion of all certifications
had increased. The remaining 14 sites reported no change in retreactive F
certifications. TJTC implementers specuiate‘that the slight increase in
employer interest in the tax credit, and the increase in retroactive certi?ica-
tions, stem from employers' desire to thke advantage of TJTC before it expires.
Since the tax credit cannot be claimed for wages paid after December 31, 1981,

’/ft

is throogh retroactive certifications rather than through hiring new employees

he most lucrative way to take advantage of TJTC as its expiration approaches

. that are eiigibie for‘the tax credit. .
» Overall, when these "snapshots“ from the three rounds of field work are
viewed quickly and in chronological order, the motion picture that emerges
shows a modest¢2nd fairly stabie emp]oyer response focusing on retroactive
certificatio;s, and a deiivery system that started impiementation unenthusias-
tically, then in a’ few places increased impiementation acthity, ahd then
curtailed its efforts when significant increases in empioyer interest ‘(beyond
retroactive certificatﬁis) failed to materiaiize. Table 5 compares the ievei
of TJTC activity by local Employment Service offices and CETA Prime Sponsors

we observed during each round of field work. High activity refers to TJTC

~ * ’
; 4
[ : *

- : N e’ ' 4
v . . o '
R T L e. . ’ 4 .

impiementation designed to improve and expand reiations with the private . .

~




TABLE 5: DISTRIBUTION OF LOCAL EMPLOYME}JT SERVICE OFFICES AND CETA PRIME
SPONSORS BY LEVEL OF TJTC ACTIVITY, SPRING 1980 - WINTER 1981

—

.o ‘I‘Empjoyment Service Prime Sponsors
\ Spring 1980 “Fall 1980  Winter 1980  Spring 1980  Fall 1980  Hinter 1981
High Activity -7 ] 7 2 6 5 / -3
Medium Activity 13 12 i3 8 8 9
Low Activity 5 6 10 1 12 13
~/
/ 4
.- \' .
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c,,sect‘or- with aggressive marketing and vouchering activity; medium activity is
implementation designed simply to achieve a "sespectable" number of vouchers
and certifications; and low activity basieaiiy represents- the absénce of
expiicjt implementation activity ﬁitogethér, in the sense of few vouchers
being issued as well as attempts‘peing que to avoid involvement in TJTC in
other ways. As shown in the Table, the number of Empioyment Service offices

/
and CETA Prime Sponsors implementing TJTC aggressively has declined over tiie,

- /
while the number evidencing 1ittle or no activity has risen.

\

C. DELIVERY SYSTEM TOPOGRAPHY

Overview "
The delivery system for TJTC can best be characterized as one of random

4

entrepreneurship, in the sense that some agencies. in som@”sites are impiementing
the program aggressiveiy, some weakiy, and some aimost nnt at all., Although the

| level of implementation varies considerably across sites and across agencies, TJTC
is in all of our sites at most a Jtag on" to existing intake and placement pro-

'cedures. There is seidomrany_qoordination between the designated vouchering-

v agencieg at the iocai 1eie1, except between Employment Service offices and CETA
Prime Sponsprs that have q‘formai agreement delineating responsibilities for TJTC's
inplementation. 'Similarly, while,a number of Private Industry Councils (PICs)
have or are’beginning to‘market.thé tax credit, their marketing efforts are not
coordinatéﬁ,with‘those of the Empio}ment Sertice,~a fact which Statevandliocai
Employment Service otfices findnparticuiariy distressfui sinée they are often the
ones who must respond to employer requests for infonmation genereted from PIC
advertising. Evaiuation of TJTC's performénce, beyond that required for routine —

'reporting to the Department of btabor, fs 1argety nonexistent, and the particuiar
units at which required data are aggregatedé(iocai District, Regionai or State

Empioyment Service offices) varies from stete to. state. Finaiiy, in most sites
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there is very little integration of TJITC with other employment tax credits, or
Overaii, the level of TJTC's

with other Employment Service and CETA programs.

inpiementation depends largely on the initiative or lack of initiative of
And exempiary impiementation is found only

administrators An iocai agencies.
where admi istrators happen to be far above average in their capabilities.

#

Locai Perc tions, Goais, and Expectations
BecaJse the response of TJTC's deiivery system varies both across sites

i

!

|

nd across agencies, generalizations about the activities and goals of the

"
designated vouchering agencies are not valid in all localities. However, in
all of our sitesfwe contacted Employment Service offices and CETA Prime
and in, mqst of our sites we contacted cooperative education agencies,

Sponsors,[
rehabiiitation agencies. and agencies invoived in piacing ex=-offenders.,

vocationaf
DiscussiJns with personpe] in these agencies provided at least some evidence

/
;about holw the agencies;are using TJTC. Generaiiy, cooperative education and
Zpiacing ex-fffenders have re-

fier the Emp
thicai of TJTC and- reluctant ..
'] :

{

on agencies and agencies
oyment ServiCe or

/
vocationai rehabiiita
rabix to TJTC than has ef

i
{ sponded much more fav
CETA Prime Sponsors,;both gf the latter being
f
to use it extensiveiy as a piacement tool.

Local Employment Service offices tend to e more active than CETA Prime
nt §ervice offices is neyerthe-

Sponsors in TJTC, but TJTC activity by Emplo
fi?jeszhn 17Lsites do not expect .

Tess usyally iimited Empioyment Servicl p
TJITC to affect Empioyment Service-empioyer r%iatu ns or piacement rates, and.

hence they are reluctant to invest much staff time and effqrt into TJTC voucher-

F 3
In these sites most Empioymeht Service offices are not

ing and marketing.
issuing vouchers systematicaiiy and.are reiying on empioyer requests for retro-

k2
active certificatidns to achieve. certification goals.

1
’ !
s
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Whereas the bu1k of Employment Serv1ce offices in our: 51tes tend to be
imp1enenting TJTC at least to fhe extent required to approach voucher and
certification goals, CETA Prime Sponsors are frequently trying to avoid
disruption in their existing operations and hence are doing very little with
‘the brogramc In fdfteen of the 25 51tes CETA admihbstrators expect TJTC to

p?bﬁ;ce very few certification53 they doubt very much that it will in any

.4 ,\r

i}« way expand emp1oyer utiiization of CETA training opportunities, and they do
*nOt think it will have, an impact on hegative employer attitudes about CE%K
» i " and CETA clients. In a 1arge number of 51tes, CETA administrators be11eve :
that TJTC chalienges the very nature of the EETA enterprise. In the view of &
- most CETA administrators CETA is supposed to improve the empioyabiiity of
CETA c(ients by providing them w1th skills and work experience, not_ to place
‘ ciients directiy with empioyers while subsidizing empioyers for the clients'
substahdard productivity And‘the adm?histrators believe that, if TJTC and
other empToymentvtax credits are successfui CETA is largely out of business.
..Finaiiy, CETA Prime Sponsors have had’ great diffiCuity in getting community

based organizations, which oftenéconduct CETA intake, to issue vouchers And

s¥nce Prime Sponsors received no money with which to impiement TJTC, they are

513
¥*

wr e ~reiuctant to perform this process théhsefves.

- ﬁ_‘ In contrast to the prevaiiing attitudes of Empioyment Service offices

e and CETA Prime Sponsors TJTC imp]ementers in vocational rehabilitation agencies
ang agencies piacing ex-offende?s believe that }JTC has been very helpful in ’
qe%eioping jobs for their ciients. ‘USuaiiy, in these.agenéies clients are not
vouchéred until they.are'ne?erred to a particular job, but the‘agencies fee

_ that TJTCfis helping their Eiients'obtain‘these jobs during thehinitiai con-

tact between the employer and the ciient: Perhaps surprisingly, very few'

“ a

instances'have.béen reported of handicapped persons or ex-offenders refusing -

Ay
.

"\
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to be vouchered. Generally, personnel in these agencies are very happy with TJTC,
and many are using it extensively in their JOb development efforts ) 4
. Many cooperatiye education agencies are aiso ;sing T4TC, but often not
so‘nuch as a piacement tool as a way to "pay back" empioyers that have been
% paFticipating in cooperative educatiogvprograms over the years Usually the
cooperative education student has already been placed in a job=-he or she
must already have a job to"be enrolled in the program--and the cooperative
ducation ‘agency simply informs the employer of nis opportunity under TJTC.
st'empioyers are very pfeased to obtain he tax credit,.so cooperative
education agencies hate hadaiittie difficulty in issuing a\§reat many certifi«
cations. (Oniylone form; iRS 6199, is used for’the cooperativefeducation'
target group, and it is counted as Poth a voucher and a certification.) In
addition to hanting to pay back employers for their prior participation in
cooperative education, cooperative education agencies are sometimes using TJdT1C
because they feel that they must do so in order to be competitive with the other
. ﬁg‘designated vouchering agencies. But veny few people in cooperative education’
agencies beiieve-that TJTC is actually neiping them place stgdents in*jobs.
' As pe;ceived by the stioyment Service, the least active vouchering
agencies are Social Security and General Assistance agencies. .In sixteen sites
Empioyment‘Service-officiais c1aim’that Social Security agencigs aré doing little
. or no vouchering. Empioynent Service officials make the same claim about
Genera1 Ass;stance agencies in seventeen sttes. Employment Service adminis-
Ad - trators argue that personnel’ in both’ the Social Security and the General )
Assistance agencies do not beiieve that their c]ients are capable 6?7norking
and hence see no purpose in vouchering them for participation in TJTC. .

. Local VeteransgAdministration (VA) offices fa11 between these extremes. In
eleven sites Employment Service administrators c1aim that the VA is doing little




vouchering, but in nine-sites they report at least a moderate amount oflVA
activity in the program.” As with vocationai rehabiiitation agencies, VA
off:ces--according to respondents in the Employment Service--sometimes view '
TITC as a useful tooi in job deveiopment
Overall, TJTC has not done much to promote greater communication and
Qcooperation between the Empioyment Service and Prime Sponsors or either of
these two agencies and others that are permitt%d to voucher. where the )
Empioypent Service/Prime Sponsors are working cipseiy on TJTC, this tends to
characterize their reiationships in other areas as well, It has not fostered
increased cooperation in other employment ‘and training areas. Likewise, very
few links have been forged locally_between the:Employment Service or Prime
Sponsors and other vouchering agencies,“and those that have been are.between
the Employment Service and these other agenc1es and are mainly 11mited to the.
pfovision of technical assistance by the Empioyment Service. In only five
sites .could cledar evidence be found that‘the iocai Employment Service had -
increased i¢s overall involvement with'another agency (a pre-release program
for offenders was involved in three of the sites) as a result of initial TJTC

v

. cboperation. Only one Prime Sponsbr made a simiiar claim of improved reiations,
/ N i l
in this case tnvolving Vocational Rehabiiitation. L /

Vouchering and Certification Strategies ) L , ’ »

P

The vouchering strategies and postures toward retroactive certifications
of Empioyment Service offices and CETA. Prime Sponsors vary considerably across
our sites. The Empioyment Service is invoived in vouchering in all 25 sites,
and CETA Prime Sponsors have yétained this responsibi iity in most areas. I’he ' 4
majority of Empidyment Service offices are empioying what can be called a i

“selective vouchering strategy," that is, tﬁey voucher TJTC eiigibies oniy

N :
when there ts a high 1ikeiihood of piacement, or when either clients or ;.
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empioyer§ request a voucher. Seventeen sites use such a seiective voucherinq

*

strategy, a’number that has increased over time ‘as Empioyment Serv1ce offices
found that a less restrictive vouchering stratjéy yielded. few certifications .
oeiative to the amount of staff time required Ain vouchering. Employment
Se}vic:‘officee in 4.0of the remaining 8 sites[are vouchering all or almost
all of thei? JTC eTigible ciients, while thé offices in the 4 other sites are
limtting their TJTC actiﬂﬁty to retroactive certifications and thus are not -
issuing vouiﬁers at all during intake or‘referra}.

The diétribution of vouchering strategies across CETA Prime Sponsors in
_our sites 1s more even than that found among Employment Service offices.
Roughiy equai numbers of Prime Sponsors are using each of the three strateg]es--
seiective vouchering (9 sites), blanket wouchering (7 sites), or retroactive
4~vouchering oniy (8 sites).. One Prime Sponsor in the sample is doing nothing ;
at alV it TOTC, - ) i

Employment Service offices can take one of three poetores toward\(etro-
active ceotifications: They can try to_discourage employers from applying
. - for retroactive certifications, either oy refusing to assist employers in
screeninoitheir employees for eligibility, or giving the employers misinforme~

-

.tion, or delaying the process; they can respond to requests for.retroacﬁiye ‘
certifications as they-come in, providing assistance'to employers that want .,

it; or they can éctivei& push retroactive certifications oy,marketing them .
du;ing job development and 'in other ways, going to the work site to screen
employees for eligibility, and expediting the procese. In 3 of our sites,
Empioyment Service offices discourage retroactive certifications, in 14 sites
they simply respond to employer requests, and 1n&§/§ites they actively encourage
employers to take adVantage of TJTC through retroactive certifications and
assist them in so doing.: Ov/r time, the nomber of sites ‘discouraging retro-

active certifications has declined, and tng number promoting retroactive

4’7
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certifications .has increa§ed1 because several State Employment Service offﬁces

~

changed their retroact1ve CErt1f1cat1on po]1c1es, at least in one ‘case be-

*
-

cause of pressure fromflocal employers. Although some Emp]oyment Service
offices ‘push retroactive cert1ﬁ1cat1ons because they hope they‘w111 generate
new TJTC job orders o inprove their ihage in the_business comﬁunity,«the
main reason some Employment Seryice offices encourage employer utilization
of retroacttre certifications is so that the Employment Service office can

achieve numerical goals for certifications, goals that were established by

DOL and broken out for local offices.
' %

Relevance.to. Other Employment Service and CETA Programs

Because of the different ‘objectives of Employment Service and CETA as
organizations--Employment Sérvice concentrates on direct p1acementc: while
CETA concentrate§ on training and "indirect" p]acements--TJTC is much.nore
Qre1evant to other Employment Servtce prograhs than it is to other CETA prograﬁs.
Nevertheless, TJTC {s seldom consciously coordinated by Employment Service
otfices‘with their other pPrograms, such as the WIN tax credit. In twenty
of the twenty-fivegggtesz Emp]oyment Service offices have sdmp]y added TJTC.
vouchering as another step in qge intake and referra] process, either blanket
v0uchering all TJTC eligibles, or voucher1ng eTigib]es only when there isa .
Job orden appropriate for them, or issuing only retroactive cert1f1cations.
ihe exceptions to this rule are the.four sites in &a]ifornia, and the one in

'Kentucky‘ In Ca]ifornia, TJTC is being marketed with three other tax credits--
WIN, Welfare, and the State of Ca]ifornia Tax Credit--and the credits are pre-

sented to employers as "Jobs Tax Credits" with different target groups and

1eve1s and types of tax advantages. This mark%ting stratedy probably gives . ;/f—-

greater visibi]ity to, TJTC than, it wou]d have had if marketed‘by itse]f. In

v
Louisvi]le, Kentucky, TJTC imp]ementers have found that TJTC can benefit WIN, -

5
1]




Nsince employers requesting TJTC referra]s are usua]]y satfsfied with a WIN

o~
referra] if no TJTC. eTigibles are ava11ab1e. F1na]1y, 1t should a]go be

noted that in four sites Employment Serv1ce administrators have found TJTC .
. to be usefu$;1n the1r~programs for p]ac1ng ex-offenders.

TA Prime Sponsors there has been a$most no attempt-to Tink TJTC

-~

Among

to other CETA programs. In th1rteen 6f the twenty-f1ve sites, Prime Sponsors
!
have-not 1ntegrated TJTC anto any of their ex1st1ng operat1ons, e1th$r because

Y

they have turned the program over to the Emp1oyment Service or are not 1mp1e-

~

menting it because they do not want to devote staff t1me to it. In nine sites
TJTC eligibles are vouchered as a step in‘the placement process, but often

vouchering is unsystematft and depends on how’m'ch time staff. personnel have.

In on1y three of the twenty-f1ve sites has TJTC been used to help market 0JT

or 1ncrease the retention rates for 0JT’ part1c1pants I '
: Marketing - . : ) et : T
- ( 3

Four types of organizations have been most active in marketing TJTC to

emp1oyers <‘Private Industry Coung11s, pr1vate firms assis®ing emp1oyers in s

) ,obtaining certificabions, National A111ance of Business (NAB? metros, and

(-
state and 1oca1 Employment Service offices. The Tlatter have.centra1 market?ng

<

reSponsibiJity for TJTC and by far have been the most act1ve marketing agencies
.in our sites, The state Emp1oyment S%rvice office has conducted at least some

staf"e-ygjde TJTC promotional activity n 18 of our 25 sites, while’ loca? Emp1oy-
‘ment Servfce offices in our sites are about even1y sp11t between those mak1ng ‘

t least a modest effort to promote TITC and those doing 1ittle.” At both f

, state and local Em Toyment Service levels, a variety of promotiona1 techniques
have been used. -State Emp]oyment Servdce offices have usua11y relied on mass

3
ma11ings of TJTC information and presentations to emp1oyers and employer ad-

visory gommittees (Job Service Employer Committeds). ITypical techniques used

P
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~
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by local Employment -Service offices. include mass mailings of ietters and

brochures describing TJTC, public serVice,announcements on radio and TV,
P .
lunches, seminars, speeches, newspaper ads, and contacts. with accountents|and

accountant associations. intgddition to thesé more "media" oriente pproaches,
the Employment Service offices in at iéast one half of our sites make some

!
conSCiOus effort to promote TJTC by way“bffmore personai approaches to em-

piqyers &his may be done by way of special field representatives or, more

often, iv/~;yrsimp1y added to the responsvbiiity of local JOb deveiopers Al-

most all of the Empioymentiservice offices using 3 face-to-faée approach to

i business cite it as the most effective way (at-ieast reiativeiy speaking) to
kY : .

sell TJTC. ' ey

‘ ] . . o
Local Employment Service offices-in approximately one half of the study

sitgs appear to have targeted their promotionai activities at only certain
‘types of busnnessg usgaiiy those that ére smal] and serv1ce-oriented The

ty;%ia] rationaie for this targeting 1§£that it is thESe bu51nesses that are -
. 'y
. nnst 1ikeiy 0. takexédvantagé of TJTC. They ordinariiy hire from among at
T o

c’mr

1east some of the targeted géoup§%“and/br the tax sav1ngs offered by the :
\/-‘&i '?x(/‘f*\ ) .

_program are more 51gnif1 ant to.thim “than to“big business. : ..

Where they exist, NAB s %nvaimost ala of otr sites have promoted
© TITC, usually with three differentrtechﬁ?huess\ Most NAB metros conduct annuai
visits to’locaT empioyers .informing them)of their opportunities under govern-
“ment empioyment ahd’ training programs, and moé% of the NAB metros in our
sites have inciuded TJTC in this information drive, Second, NAB metros often
= hold seminarsaapd 1uncheons for employers,. again inform them of‘their

- opportunitfes, Inia number of our<site such,ﬁeminars have been he]d
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that have taken advantage of TJTC, there to. provide inf0rmation. Third most
NAB metros hold an annual "Jobs Fair," where employers come seeking workers
and.workers~come seeking Jjobs. And TITC—has been\marketed at these job fairs
in many of our sites. i ' .

Over time, Private IMustry Councils have become increasingly ;;voived
in marketing iJTC, since they are encouxaged to do so under the CETA regula-
tions that estabiished them.‘ We now have 9 sites where PICs are marketing
TJTC, usuaiiy with a stress on'retroactive certifications as a way to attract
bus 1ness interest in‘PIC,activities. It should be noted, however, that
two PICs have become dis11lusioned with TJTC after an initiad experience
with marketing it. Not only haye these ngs found emoioyer response to their
marketing efforts to be rather limited, they have concluded that the kinds of

busfnesses that are interested in TJTC do not provide the kinds of jobs in

-which they are .interested in placing CETA partigipants--jobs with reiativeiy'

good wages, working conditions, and~opportunities for advancement.

Private companies that.assist 16cal empioyers in taking advantage of TJTC

o

are active in 14 of our 25 sites. /Usuaiiy, these companies- screen anaempioyer's o

current work fggce for eligibility for retroactive certifications and establish
procedures for obtaining retroattive certifications from theQEmpioyment Service,
They ‘may also institute a process for cﬁecking the eiigibiitty of new empioyees
shortiy after they are hired, and obtaining retroactive certifications for them.

. ,The “TJTC vendods," as they can be called,- sometimes charge a fixed price for

their services for a particuiar firm, depending on the size of the firm in

question, or they take a pertentage’, usuaTly 20-30%, of the tax savings they )

LI

help empioyers btain. The impact of these, firms appears to be slight relative
\féation acthity in TJTC but where the TJTC vendors are active

‘to total certif

@ Y

~
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’:;7 they definitely increase the demand for retroactive certifications. Employ- = «

ment Service offices in some states cooperate with these TJTC vendors, while

*

in other states they do not. , |
¢ In almost all of our sites, thezmarketing activities of these different
" types of organiaations have not been coordinated with each other, with the
exception of those of NAB metros, which usually contact local Employment -
ugeruice\offices mhen implementing oromotional activities. As with the
system for issuing TJTC vouchers and certificatidns, the system for market-

a

ing TJTC is a system of’rangom entrepreneurship.

D. EMPLOYER RESPONSE TO TJTC !
ﬁa‘ -
' Overview L
Although the delivery system established for TJTC anticipated a process
. - whepeby vouchered ihdividuais wou1d market themselves to emp]oyers and empioyers
‘s ° would alter their hiring practices to take advantage of the tax slvings, in

. -

: actuaiity empioyers have tended to participate in TJTC by having e]igibie members

’ of thein existing Tabor force certified retroactiveiy. Observations by local .

, —
L4

5\' ' TJIC implementers as well as private companies assisting empioyers in obtain-

' - “tng TJTC certifications, suggest that a large proportion of the emp]oyers par- v

1‘ E : - ticipating in TJTC are nattonalAirms in, the service sector of the economy.

R Many of:the maJor hote], iﬁgi’i::d, grocery, and retaii sales chains ‘have
S {ssued poiicies from their natiOnai or regibnal headquarters encouraging their ’/ D v

Jocal offices to take adVantage of TJTC either by having their current employees  +

o . certified retroactively, or by referrin,g prospective employeés) to the E"w1°¥- P
f° ﬁ v//tzscrvice for* vouchering. or both. A smaiier proportion °f TJTC certifica- ” ,'Qﬁ
v o tlons (also usuaily, retroactive) have come from reia;dyeiy sma11, 1°C31’ iight oo

Ef ; | h manufacturing companies. In part, thése types’ of‘empioyers are participating ) .

o

more frequentiy than other empioyers because the TJTC deiivery system has ;- ~w.
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targeted them when trying to "se]]".TJTC--when TJTC'inp]ementers are trying 7
to achieve goals with retroactive certifications, natnrally they approach
firms that are likely to have significant numbers of 5iigib1e individuals
already in their 1abor force. But the employer participation pattern found N
in TJTC stems primarily from the fact that most employers. are unwi]]ing to ¢

. ‘participate in TJTC ifi‘t*means .a significant change in their hiring practices,

- and most prefer to have current emp]oyees certified retroactive]y rather than

make "new" TJTC hires. After ally some emp]oyers may not be making new hires,

. and moreover, this mode of participation (retroactive certifications) mini-
mizes their contact with the vouchering agencies, provides ample (if. not
maximum) tax savings, and yet does not disrupt their hiring procedures,

Types of Employers Participating

&

[ According to TJTC impiementergrin the Emp]oyment Service and other voucher-
ing. agencies, most of the employers participating in TJTC -normally hire from
TJTC target groups. Wages for TJTC hires have tended to be 1ess than $4 per
hour. The jobs have been drawn largely from service industries, particuian]y
fast food restaurants and hoteis,\and from light manufacturing firms. In only
‘ 3 of the 25 sites did Employment Service personne1 believe that TJTC job orders

had been p]aced by firms that do not norma]]y place job orders with Emp]oyment

l, Services anyway. Discussions with participating employers Jndicate that-they -
- are 1ikely to take advantage of* TJTC primarily when. thgy have significant numbers
“'»_' . of TJTC eligibles already in ‘their Jabior force. This is probably, why fast food
. restaurants-and hotels account for such a large portion”of the TJTC~Zeptifications,
“ "'\> : ) * - . * », M -
' since ‘they tend to employ young people, a .number of whom-are disadvahtaged. ° .
g NL; Types of Occupations o ) L , - /-
l"\}
. ,3&5;E\5ertifications have tended to-be i servicewocqagations, but certifi-
. “'catioﬁ% have also’ BEEﬁ*obtained in a variefy of other occupagibns as well,
:\‘. . ,\ ;w "4 - P 5
— . v N N “ . *
é"-s ' 5 » ~
- . 5543 : , )
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Table 6A lists the oercént°distribution of TJT@'certifications by occupations

> ' (

for the nation as a whole. As §hown in the- table, approximateiy one fifth ] @ ‘
of TJTC certifications have been in service p051tions Each of the other
types of occupations 'listéd in the cabie account for 9% to 18% of the total
certifications obtained, except for profe551onai, technical, and manageriai
: a ‘occupationS»and occupations in forestry, .farming, and fishing., The iatter
types of occupations each accounted for about 3% of total certifications.

Types of Certifications Obtained L o 3

HEY
~

Nationai TJTC data as well as local observations in our study indicates that

about two- thirds of the certifications issued in TITC are _retroactive, whereas_\\

t“ nationally mandated data for TJTC defjne a retroactive certification as one
- ~ .
i,—- where the date of the hire is moge than fifteen days before the'date of the

voucher and certification we. made no such distinction in our study, instead

‘ S

counting as retroactive any voucher and certification issued after an empioyee

e ///’was hired. But our estimates.are neverthe]ess quite ciose to the actuai

figures from. nationai sOurces. : ' =

~ ] Extept- where they are actually discouraged retroactive certifications
usuaiiy account for at ledst haif of the certificationsbissued in our sites. -
Across our sites, retroactﬁve certifications average aimost three-fourths

a of the certifications 1SSued\ up from tWo-thirds at the time of thefsecond

‘ ' ”round of field work Table 6B shows the distribution of sites by the’ proportion

: of centifications that were retroactive in. the Fall.of 1980 and the winter e

JZ .. 1981, demarcating 1eveis by quartiles. The table shows tpat Whiie the number

\ of sites repdrting retroactive certifications in excess of three-fourths of

. aii certifications has . dec1ined siightiy, the numbé? of sites reporting oné-

3

fourth or less certifications being . retroactive has*deciined to zero. -

“
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TABLE 6A: PERCENT DISTRIBUTION OF TJTC CERTIFICATIONS BY

OCCUPATION. CUMULATIVE THROUGH SEPTEMBER 30, "1980*

OCCupiQ?h ) : - % of Total
__Type ’ « * Certifications
Prof., Tech,, . 2.8,
_Mgr. " (4,712)
Cler., .- 03
Sales - L (17,28)
Service, T ‘ 7. 22
] ) v (37,818)
Farm, Fér., . . 3.0
_ Fish, ' t (4,922) -
Processing . _ g T ‘ 9.6
- . (15,945)
Machine L s - 121
Trades . .- . - (20,147)
Bench- _ . C ‘ « 13.3
JWork N\ - . (22, 122)
Structural - , - 9.0
' * v _ (15,052) -
Mise. N
’ S . *(28,874)
N , . - s .
. . )
_ *N's are in parenthésés. T,
\ .

¢




Winter, 1981

~

Fall, 1980

TABLE 6B: BREAKDdNN BY PROPORTIOM OF CERTIFICATIONS

THAT ARE RETROACTIVE, FALL

1980 AND WINTER 1981

Proportion of Certi/ficationsi tﬁat Are Fietroactive

0to1/4 1/4t61/2 1/2 to 3/4 More than 3/4

| i
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As evidenced in Table 7, national data on retroactive certifications
show a similar pattern. Nationally, for those states that reported, retro-
active certifications account for 64% of all cert1f1cat10ns issued between
‘October and December 31, 1980. On1y two of the 24 reporting states have
one-fourth or under of thein certiticatHons listed as retroactive,'énd 6n1y
one state Has more-than three-fourths. In most states,‘retroactive)certifi-
cations are about two-thirds of the‘certifications issued.

- Although ev1dence is sparse, indications are that most retroactive certi-
“fications are for employees that have been on the-job si? months or less.
Although it is impossible to be certain, there are probably two interre1aﬂ}d
factors that account for tnis. First, the jobs are. relatively low paying
and are usually in occupations that normally experience high turnover as
employees move to better paying jobs, or jobs with greater opportunities for
advancement. Second, TJTC e1191b1es them:e1ves may have attitudes and work
habits that make them less likely than other employees to remain at a single .

"job for ext&nded,periods of time.

‘ Employer Hiring and Firing Practices

“

Employer Hiring and f1r1ng practices do not appear to be significant1y
- influenced by TJTC, even in those cases where emp1oyees are app1y1ng for

current rather than retroactive certifications. The great majority of

eMp[oyers we talked to said that TJTC had not influenced them in the1r de-

!

cisions to hire certain individuals.

" There are on1y two instances where a strong case can be made that em-
p\oyer ‘hiring decisions have been influenced: when employers place job
orders with the Employment Service specifica11y requesting vouchered TJTC

).
referrals and refuse to hire referrals who are ineligible, and when employers

P N . “ -
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TABLE 7:. RETROACTIVE CERTIFICATIONS
REPORTED AS OF OECEMBER 1980
. FOR 1st QTR. FY81

\ ’

: Total v -
] . +* Certifications Retroactive %
State * " Excluding Co-op Ed Certifications. Retroactive
Alabama 1,503 ) of 1,039 69
Alaska S | 45 61
Detaware 18 76 . 59 o
Florida . 3,255 2,306 | 7/
Geordia 4,372 330 . - 76
Idaho T 260 66 o
.Iowa o .‘480 194 ) 0
' Kansas 386 | 98 - 25
Kentucky . s 537 G
Louisiana + 1,183 - 701 ' - 59
Maryland R I L c< Y | !
. Mississippi . 853 - ad 641 Y5/
Missourt o o 128 13
 Nebraska. 5 39 . 68
New Hampshire 43 B /42 ("
. New Mexico © 423 ~ 3 TS
“North Carolifa 1,997 1,389 / 70
" Oregon . 2,030 ' ~ 1,225 7 60
_ South Dakota 239 . 70 / B 29! .
" Tennessee . . 1.001‘ ' C 653 / . 65
‘Texas 2,52 1,546 / 69
Virginia T L.1,155 703 / | 61
_washiri‘{;ton 1,446 ’ . 892 - 62
West Virgiita ~ % - 59 . 63
TOTAL 25,969 B 16,608 64%
. o RE o8 . : '
oot T ‘

v o
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restaurants that are trying to max1m17e their tax sav1ngs" But reverse re-.

48

L)
P

refer prospective employees to designated agencies -for vouchering prior to

makihg the hiring decision (the latter is ca11ed a "reverse referral")., A

- e

few reverse referrals have been reported in our sites, usua}]y for fast food

.
-,

ferrals are, Qu1te rare, occurr1ng on;f in a few sjtes and then usually due

to a s1ng1e f1rm or chain. In contrast TJTC job orders are be1na p1aced in -

many of our sites, but employers tha place the orders are usua11x&y1111ng
to accept‘referra1s that are 1ne11gfb1e for TJTC Although TJTC job orders
seldom are in large numbers, maqy of the current certificatiqns (as opposed
to retroactive'eertifications) are obtained‘in this way. Another, almost

equally frequent way, is for the*Emp1oyment Service ‘to inform employers about

IJTC after they have hired a vouchered TJTC partic1pant.

. Employers state that they almost neverga11ow TJTC to 1nf1uence the1r

-

firing decisions. Usually, the person that must make firing decisiens does

«a

not even want to know which of his employees are cert%fied. The most impor-

tant thing from the emp1oyer's perspective is the empiqyee's perfo}mance,ﬁ

&

which, if unsatisfactory, cannot be outweighed by a small tax savings.

NV
~ o,

.§Qj11 ver o Other Programs

Although 1nfreqqent3 there has been'some spillover from TJTC to other
Employment Service and’ CETA programs. In tw§)sites, CETA Prime Sponsors
have used TJTC in coégtnction with 0JT, and they report that TJTC has maae
OJT'more attractive'to emp1byers.§ They point out, however, that they aré
deve1op1ng 0JT slots with the same types of emp1oyers as before, TJTC S1mp1y

makes 1t easier, .. .. ,

Spillover for the Employment Service is coming mainly through retroactive

certifications. In ten of our sites, Employment Service offices report that

~.
‘e
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.there_have been a small number of cases wnere empioyer§,$after having part of
their iabor force retrdcertified, place job orders with the Empioyment,service,
some@imes s‘pecifying TJTC referrals, sometimes not. Employment Service per-
sonnel point vut, however, that rotroactive certifications are not generating
a 1arge.enoudh number of new job orders to’make it, in the Employment Service's
view, worth the\effort to issue the retroactive certifications, nor do Employ-
| ment Service personne1 believe they are receiving job orders from empioyers

- that are much different from employers that normally place job orders with

them. ' f‘ " ‘ / -

'” e (O
; 2 N .
E. TYPES OF PARTICIPANTS SERVED ’A“"—'/ = s’

Overview

L4 - . Seventy percent of TJTC vouchers and a1most ninety percent: of TJTC
.certifications (hires) have been “in the two youth target groups--economicaiiy '
disadvantaged youth, and students in coqperative education, -Three faetors
have converged to nroduce this client service pattern. First, relative to

e the other target groupe, the—youth target groups are a large proportion of
tne intaken, eiigibie population, and hence for this reason alone they are
more likeiy than the other target groups to obtain a large proportion of the.:
vouchérs and certifications  that are issued. Second,‘the largest and most
Jdb-deveibpment ordented agencies in the deiivery s;stem--the Emp}byment
Service,’pETA Prime ‘Spdnsors, and local school systems with apprcved coopera-
tive education programs--serve the‘youtn target'groups, wngﬂe t:?'smaiier
and sometimes iessljob-deveiopment oriepted agencies have responsibility )
for v0ucherdng and referring the otherytarget droupe: +In other words, the

~ rescurces of the delivery system are cdncentrated ongthe ydhth groups. Third,

the youth target groups appear to be more emp]oyabie than the'bther target

) groups. Students in cooperative education have no stigma.gn the job market

ERIC - | 60
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1ike some of the other target groups. And economically disadvantaged youths,
a]though probably 1ess compet1t1ve on the labor market than cooperat1ve educa-
tion students, are usua11y Jjob-ready and are often willing to accept most any

type of job. b7 Cos

Iﬂ1s is not to sa?}-however, that the other target groups are not being

served, or that they should not be included as target groups in TJTC. It.is

simply, to point out that TJTC is in large part a youth tax credit, and to ;.

provide ad explanation of wpy‘this is the case in practicer The r:hainder
tdis section provides a more detailed analysis of TJTC client service 4

pattern.

Target Group VoucHering and Certification Activity

i There has been little change.over time in the proportion of vouchers and
'certifications issued to each%dt‘the targetxgroupsl Table g\shows the per-
. centage of vouchers 1ssued i%‘%aéh target group:£§;yeen April and Deceﬁber
.‘ 1980. As can be seen in the table, economica11y disadvantaged youths have
" consistently received between 41% and 47% of TJTC vouchers, and students
in cooperative education have received between 23% and 29%. Aside ‘from
rec1p1ents of Social Security Insurance,. the pther~target groups have been K
rece1v1ng between 4% analJOi of the.vouchers Most of the f1uctuation id'the

proportion of vouchers dssued to the target groups stems from changing levels

of service to cooperative education students, who are served at 1ower levels

\
~

during the Summer months when school is not in session.

Table 9 shows the percentage of certifications issued for each of the ’

target groups over the same period of.time (Apr11 December, 1980) Economically
.disadvantaged youths have been rece1v1ng about 30% to 37% of tbe certifications, |,
while students in cooperative education have been receiving between 46% and

53%. Cboperative.edﬁcation students have Been receiving a larger share of
\ k]
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TABLE 8: PERCENT OF VOUCHERS ISSUED FOR_EACH ]
: TARGET GROUP, APRIL-DECEMBER, 1980 ‘ w7 .

"

Cumuiative . Cumulative ‘ :Cumu1ative R
‘. Through - Through . Through

Group . . Aprit, 1980 - August, 1980 .Decembers 1980,
Sk . ' ? :

L4

_Youth' 0.5 45.6% N VN
. (162,831) . (259,142) v (369,891)

Viet Vets 3 6.6 7.0 s 6T
©o(25,722) . (39,887) (53,518)

Ex-Convicts 6.9 , 7.3 R
C : (26,880) (41,470) , //‘()36,/}3717)

Handicapped A 6.1 -~ . 57
¢ (24,00_}) ' (34,781) (46,644)
Coop Youth . 2030 4735 28,1
- CFaee) T (133,433) (192.218)
Welfare /9%"\/ & 71042 9.6
: - 95,679) ~(58,068) (76,415)

SSI'Recipients 5 ' 3

3 .

\} (2,088) L (1,692) (2

100.0% ' 100.0% ' 100.0%
(391,,996) + (568,473) . (796,333)

L —

Total




. ‘> TABLE 9:

e

* /“ .7
/’/ -~ )

A

_—Growp o

£ ' >
Youth ot

. Viet Vets

:‘Q.v
d”‘ﬂ
[ LY N
N Ex-Convicts © -

Handicapped

Coop Youth
fard

SSI Reéipients

Total N

s

!’/:/.

-

PERCENT/OF CERTIFICATIONS ISSUED FOR EACH
_ TARGET GROUP APRIE-DECEME ER, 1980

Cumulative
» Through

v

31.48 -

©(68,082).

-
”~ . -

4.0
(8:622)

" 4.4
(9.597)

"'5.3
(11,489)

. 53.9
- (114,838)

1.5,
(3,263)
‘.3 .
1)
. (100;6i .
(216,702)

April, 1980

-

A

Cumulative
Through

Aagust, 1986

- 36.0%
. (102,311)

.. a4
. (12,529) *
QU

4.9 -
(13,871}

5.7 »
‘16’],82) L4

.+ 46.9
(133 433)".

2.0
‘3
" (730)

100.0%
(284,598)

(5,632) |,

“‘Cumulative
* Through.
. December, 1980

36.7%
. (149,517).

: a2 ¢
- (17,074)

. 46,
. (18,5%?)
| "' 5-] )
\ ”'(293947) * v
C 872,
. (192,218)

%0
2.0 °
(8,273)

.24 -
(971)

100.0%

\T (40?.532X2;k<:
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certificationstgpan they have received of vouchers because cooperative educa-

-

tion studends nmust have already been placed in jobs in order to participate\Tn\\~a~\\
% cooperative educayion program, With the exception of Social Security Insur-
1Y Q

ance recipients, the other target groups have been receiv1ng between }% and 6%

of the TJTC certifications

Agency Voucheringgand Certification Activities

There has aiso been 1ittle variation over timé in the proportion of
vouchers issued and CErtifications obtained by each of the agencies in'TJTCis
deiiveryosystem. Table 10 shows the percentage of vouchers issued byveach":
vouchering agency between Apri] and December 1980. The agenc1es 1ssuing
the most vouchers since TJTC began are CETA Prime Sponsors (19.5%), the
Embioyment Service (46. 2%), and schools with dpproved cooperative education

} programs (24.1%). Together, these agencies hjhe consistentiy issued about
90% of all TJTC.vouchers. The oniy other agencies issuing significant
1eveis of vouchgrs are welfare and vocationai rehabiiitation agencies, )

Table 11 shows the percentage. of certifications tainedﬁby\each agency
during the same period (Aprii Decembér, 1980)‘ As with voucherfng, the
most successful agencies (in the.sense af obtaining certifications) are CETA
Prime SpOnsors (11 5%),~the Employment Service (35.2%), and cooperative
education programs (47.2%). -

Aithpugh not shown, in either Table 10 or 11, it shouid be-noted that the
Empioyment Service and CETA Prime Sponsors are serving mainiy econogicaiiy
disadvantaged youth. In Fiscai Year 1980 74 5% of the vouchers issued by CETA .
Prime Sponsors and 67.2% by the Empioyment Service were for the disadvantaged

- youth target group. ,° -

ki

Demographic Cbaracteristics of Participants’ Served '
~ National data on the demographic characteristics of individuals Served
by TJTC are avaiiabie only for TJTC participants not in the'cooperative

-
a
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. TABLE 10: PERCENT OF VGUCHERS ISSUED BY EACH
VOUCHERING AGENCY, APRIL-DECEMBER, 1980
LS # Cumulative . Cumulative . Cumulative
) o Through Through Through
r . Agency April, 1980° - August, 1980  Deceiber, 1980 °
CETA TR - 19724 .19.5%
, (65,743) (109,179) (154,968)
¢ ETA Grantees . .06 .07 .15
o \ ~ . - (254) (440) (1,189)
" Vocational 5.3, 5,1 4.6
- Rehabilitation * (20,605) (28,831) £36,484) . -
.+ Cooperative . 29.3 23.5 24,1
Education . (114,822) (133,420) (192,204)
¢ Welfare 3.2 7 4.6 T 4.2
(12,659) (25,390) - (33,582)
. Social 1 .09 .07
-Security (392) N (487) (550)
Veterans T 2 12
Administration (450) (665) (943)
Employment s T 4839 46.3 W i5e—
- ervice - -, (1712,165) (263,147§ (367,754)
® her 1.3 . B W 117
" - (4,906) - - (6,912) (8,659) .
3 M ) . & e R e, ) < )
_ Total. L - "~ 100.0% 100. 0% 100.0%. ° °
E .o _ (391,996) (568,473) - (796,333) .
// ' C . . :
‘e _—
n / )
Lt ! . ' - . . )
> \,‘::’ . i -
f‘:_if coe / o
s La, ’
@ . Lo )
S , ’
f;’.’ L] " ri ‘.a 7
» b. hd ”9 -
' ;,;. ) L] - 65-
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TABLE 11: ° PERCENT OF CERTIFICATIONS DBTAINED BY 'EACH

. VOUCHERING AGENCY, AﬁRI[-DE%gyBER, 1980°

|3
. ‘ éuﬁu1@tive

~ Through
Agency April, 1980
~—\ CETA . < 9.6%
‘o . ) ' (20,764) #
ETA Grantees . .02
R - (52)
Yocatiomal _- 4.7
Rehabilitation (10,279)
Cooperativé‘ 53.0 .
Educatiop - (114,822)
Welfare ., .53
) (1,187) -
o
Social
; Security . (225%
Vaterans -1
Administration €209) .
Employment . . 30.8
Service . (66,652)
Other : 1.2
' - y (2,542)
- Totat /. 100. 0%
. - (216,702)
» j . A

i
-

v .. 55 -7
Cumu1at1vé Cumulative
Through,_ Through )
August, 1 897 December, 1980
11.5% 11.5%
© (32,623) (46,944) ,
.03 D, 703
- (75) (139) .
-, .'*3"
4.9 * 4.4 ) + ‘
(13,969) (17,718)
46.9 47,2
{133,420) (192,204)
.6 51
(1,626) (2,056)
.10 L7 .
(269) « (300)
‘o .09 .09
(-266) (355)
4.7 35.2-
(98,681) (143,226) - .
S 1.3 - IR
(3,669) , (4,590) .
* 100.0% 100.0% ’
(284,598) (407,532)
. .
. ' {
66
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education students are

.

T education student target groub

When cooperative
exc]uded vouchers and cehtvfitafions were 1ssued predominantﬁy’for ma]es

between the ages of 19 and 24 Over>4OA were issued for minorities.

Th:zﬂ have beén a few significang changes over time in the demographic
chardctéristics of TJTC participants. Table 12 shows the percentage of total
vouchers and certi iCations issued for Blacks, Hispanics, and veterans
{excluding cooperative‘education students) between April and December 1980, )
As can be seen in the table, the relative service to’Blzcks and veterans has’
declined steadily over time, while service to Hispanics hasxzisen. Our
research at the local level provides no explanation for this phenomenon.

Client Response to TJTC4,>*~// , ‘ ' -

\

Generally, there has been very 1itt1e resistance by clients to either

svouchering or supp]ying informatiqn for retroactive,certification. Employ-

ment‘Service administrators that issue vouchers, as well.sas people in private

S

fYrms that have assisted employers in obtaining retroactive certifications

for their employees, state fhat most: of the TJTC eligibles are respectful,

v -

of peoﬁie in authority and re]uctant to refuse to supp]y information to °

v

government agents or emp]oyers. Severa[ of the TJTC vendors with whom we

talked stated that they had been able to get éx:emp]oyees to go to an
-EmpToyment Service offite for certification even when, c]eari}, these people
had little or nothing to gain from their efforts, Overall, resistance to
vouchering hasﬁbeen very rare, while resistance to supoiying information for
retroactive certification; although also rage, has tended to occur in firms
, where.employer;employee're]ations are strained already. )

The question remains, however, as to whether vouchered TJTC participants

are using the voucher when trying to develop a job. To our. knowledge, no one
o /e .

-




TABLE 12:

‘
i

[ 4

PERCENT OF TthL VOUCHERS AND’ CERTIFICATIONS ISSUED FOR-BLACKS, HISPANICS, .
AND VETERANS, EXCLUDING COOPERATIVE EDUCATION STUDENTS, APRIL- DECEMBER 1980 *

VOUCHERS

I

P

CERTIFICATIONS

APRIL, 1980

v

SEPTEMBER, 1980

DECEMBER, 1980

APRIL, 1980 -

A

SEPTEMBER, . 1980

DECEMBER, 1980~

- BLACKS

5}

s ]
\

i v
Ty,

>

S

. NISPANICS

oo

;¢ VETERANS

; .
—t

* .

.

1

\\

L]

14

N

f *Percentages for April and September 1980 are based on cumulative vouchérs and _certifications issued by the end of the

months, in question.

Octobé?fl and December 31, 1980.

'
L4

Percentages for December 1980 are based on vouchers and certifications issued only“between
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" has ‘tracked this aspect of TJTC systematically. But there is evidence to v

a qémp1eted vouchers lying on the ground outside the offices where vouchers are

suggest ;ﬁat in many cases TJTC vouchers are not used by TJTC eligibles as a’
se1f-markgtjng tool. Employment Service offiges that have experimented wit

/ ‘
blanket vouchéring and self-marketing frequently find large numbers of

issued,. Presumably, if some vouchered participants discard their; vouchers .
immediatety upgn 1eaving'the vouchering office? still others qo so later,
“and others’ keep them but never use them. Hence it is brobéb]y Bfe to
conclude that, becauﬁe of client resistance, TJTC has not been adequately

itested as a self-marketing aide to employment.
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ITIT. ASSESSMENT AND EXPLANATIONS OF TJTC PERFORMANCE

. A. INTRODUCTION T , %

.,
'~

As stated in Section I, an adequate assessment of TJTC performance
requires cons1derat1on of de]ivery system activity, employer utilization,
and impacts on emp]oyer hiring, firing, and retention decisions. In examining 5
each of these aspects of TJTC performance, actual results are contrasted
with expected results so that it is possible to inform the (sometimes implicit)
assumptions underlying TJTC's design--assumptions about the delivery system,
and employer and client motivations. In the preceding section descr1g;ng
patterns ®f performance in TJTC, it was shg;n that the delivery system has
s (\~jmp1emented TJTC adequately but certainly not optimally, emp]oyer'participation
has been modest and largely through retroactive certifications, the erédit
1s serving predominantly the youth target groups, and the hiring, firing, and
retention decisions of.pgytfcipating employers have not been significantly
influenced by the tax savings offered by TJTC. In this, the third section
Yof the report, explanations are offered'fo; Qﬁy TJTC's actual performance has
departed from the performance that could be expected from it. The section
considers weak implementation by the delivery system, low or at least modest
IeveTS of emp]oyer'parfﬁcipation, unaltered employers personnel decisions,

e v and the effects ‘of implementation on performance.

B. DELIVERY SYSTEM RESPONSE )

Productivity . ,
In expecting the delivery system to implement TJTC without significant

funding for this purpose; TJTQ's designers ﬁade ;heir meet serious mistake »»-
in assuming that TJTC would increase the productivity--the p1acements'
dchieved per man-hour worked--of the designated vouchering agencies.

o Although TJTC is a tax credit, it is far from self-administering. Agéncies

S S m
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must lTocate persons eligible for the credit and document their eligibility.

In some states, and particularly for the economically disadvantaged target -
groups, cocumentation requirements are severe and place a heavy burden

. e
on the-vouchering agencies. Likewise, the voucheri?g process itself takes

time, as does certification. uAnd, of course, the tax credit must JQSO bé

date) does not appear to TJTC implementers to be very effective, face-

.marketed. Since marketing through mass medi#® (at least on the scale i:q\‘-

face approaches are required, and they také a substantial amount of time. .
In contrast, the payoff in terms of placements from TJTC appear to

be fairly small. Most employers simﬁly want their current employees to

be ce}tified retroactively, and this does not at all improve the placement

rates‘of the vouchering agencies. To be sure, "blanket vouchering'--.

vouchering all-eligible clients and sending them out to do their own job

search--can and does generate placements and certifications, butithe staff

time devoted to blanket vouchering does not\seemXp be worth the few

certifications obtaingd. Naturally, thereforeN\designated vouchering

agencies often try to minimize the time they)put into TJTC.
a .

B Confusion of Agency Responsibility,

‘Another problem in the delivery system established to implement TJTC
is the gﬁmber'of aéencies 1nvo]ved,\the confusion of agency responsibility,
and the v;;iation in vouchering procedures acnoss agénéies. A;though the ©.
Employment Service was given responsibilfty for coordinating-the marketing
and 1mp1ementa£10ﬁ q( TJTC, it was given no authority with which to carry
out this responsibility. It is almost useless for local Employment Service
offices tb try to coordinate the efforts of the ofher vouchéringuagencies

fn their area, because the latter respond to the offices above them in their

organizations, not to parallé}gggen¢1es they compete witg at the local level.

.. . 3 . -
! .
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And, moreover, eren when state Employment Service offices negotiate
cooperative arrangements with th@other vouchering agencies at the state
level, the arrangements are usually too vague to have much meaning at the
Tocal 1€vel. Consequently, the-implementation of TJTC by vouchering
agenctés at the local level is fragmented and uncoordinated, and the °
particular combination of agencies thatlare involved in any given area

is usually a function of the interests of local actors.

There are at least two consequences that follow from the uncoordinated
nature of the TJTC delivery system. First, there is not much sense of
responsibility for TJTC on the part of the various vouchering agencies .
because no one if clearly in charge. Many of the agencies simply expett the .
Employment Service to carry the load. Second, vouchering procedures vary
across the designated agencies, and employers are faced with what they ’
perceive to be a complicated array of forms. Any employer that wants to
participate by hiring from all of the target groups hay get severdl
different forms for screening the various groups. If he wants to be
efficient, he will himself have to develop a single questtpnnaire ior

screening for membership in all, of the target groups. .o ¥ 3

Resistance to New—Procedures N,

»

. In failing to provide significant funding for TITC's implementation,
TJTC's designers also appear to have serdously underestimated the extent -
to which bureaucracies resist changes in their estabiished procedures A :
This means s.imply that productivity is not the only motive of the vouchering
agéncies, at least at the bottom where most of the actual work with ciients
and employers is done. Generally, we have found that TJTC managers in the

\ * 9
vouchering agencies support TJTC and want to see it implemented, expecting .

at least some return in placements. At the operational level where'vouchering

-
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and job deve]ppment are done, howeVer, support for TJTC is almost totally
absent. .Interviewef§ that conduct the eligibility determination seldom
ever know if their clients:are actually placed, or whether TJTCwmaoe

any difference. For them, the vouchering process is just additional work
for whichvfhey receive no award.‘ The same holds for job developers if most
of the certifica;ions are retroactive. Clear1§,'they are unlikely to be’
interested in spillovgr to ofher programs in which they are not involved,
nor are they freqqent]y concerned about their agency's image at some time

in thé‘distant futufe. In short, without clear and strong %ncentives for
implementation, lTower level program administrators are unlikely to implement

[

TJTC enthusiastically.

LY

Summar

In suﬁmary, there are at least three serious’prob1em§ in the delivery
system established to implement TJTC. First, the system requires a g?ept
deal of effort from the vouchering agencies and yet appears to yield few
new placements that would not have been obtained without the credit. In

ather word§ the costs of implementing TJTC appear to outweigh heavily

the benefits to the 1ﬁp1emenF1ng agency. Second:, lines of rgsponsib111ty~'
and authority in the delivery system are unclear. Seven agencies.are a
jnvolved, but no agency-is undisputably in charge. Third, the assumption
. that designated agencies would implement TJTC in order-fo increase their
placement rates seriously underestimates resistance to changes in procedures
at the lower levels of bureauc;acies. "Street level bureaucrats," as they
. a;e somé%imes cal e%, are §e1qpm interested in their agencyis overall place-

ment rate, much less) in rather intangfble results Tike an improved image

in the business community, or sp111ove£ to other programs.
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C. EMPLOYER RESPONSE . -

’

.The Tax Savings

In)discussing TJTC with %mp?oyeri, one of the vidws that repéatéd?y
emerges is éhat the tax savings fronLTb%b are not large cnough %o induce
j/ﬁhpIOyers to alter“their,hiring practices significantly. Most of the TJTC

' target grbups~are not vie@edlby:emp]oyers as being as productive as the
other people on the labor market looking fdr entry Jevel Jobs, or, in
the case oﬁi;he ha;dicapped and ex-offenders, they may have characteris-z"
tics that make employers reluctant to hire them. .

In contrast, however, the tax savings are-fairly small, As prev{ous]y
stated, Eec§use an employer's normal deductions,fpr'wages must be reducéd
by fhe ampunt.of éhe é;fdft claimed, net TJTC ;avings depend on the em-
ployer's tax bracket. For each e1igib1%éiTp1oyee paid $6000 or more du;-‘

i ing the first.year of employment, savings can range from $900 for an

. employer in the 70 percent/fax bracket to $2580 for one in the 14 percent
bracket. Assum{ng that the employee works 2000 hours per year, the savin§s
for the employer range between $1.29 and $.45 per hour. Fiven that many

. emplggers anticipate lost reéenues due to the perEeived Tower producfivity.
of TJTC target groups; it-is, not clear from the employer's perspective
that participation in TJTC is profitable for many companies, at least

¢ ‘participation in the sense of‘§1ter1hg hiring practices. Retroactive

certifications are another matter, but there are also barriers to employer

fcipatjon in this'form:‘

Taf Liabilities . . - . . ‘
o A ' . Another reason for Tow levels of employer uti1izat10n\of TJTC ‘may be
f;. . * Jack of tax liabilities by many firms. If firms are not profitable,

or if tﬁey-havgﬁﬁissipated their tax 11ab111t1e;\bx charging them to

9

75

63




5 °

64

other tax credits, then they have nothing to gain immediately b¥
participating in TJTC.

In discussing this with employers as a po§si61e_reason for modest
empioyér pé?ti&iﬁation Jn TJTC, we havg found some'egidence in supportb

of it, but nothing widespread. Moreover, employers in the California -

Employment Development Department's survey of their Employer Advisory
Comm{ttees did not mention 1imited tax liabilities as a Bgrrien'to
employer participation. And ?he higﬁ levels of emp1oygr participation
in the New Jobs Tax Creqits ;aises additional doubts that employer

participatien)in TJTC is low because tax.11ab111t1es are relatively rare.

-——————0ne—factor-underimining the Tack of tax liabilities as a barrier

to employer participation in.emp1oyment tax credits genera]]y‘(TJTC included)
is the authorization to carry the credit Baék thrée years or forward
seven years. Firms can use the credits to recoué taxes paid in the
J pastAas well as to save on possibTe taxes in the future. Since, they

cannot know in advance what their tax 1iabilities are 1ikely to be fof

the next seven years, they may be motivated to participate in TJTC just .

to be safe.

lmglpyer Attitudes and. H1dden Costs

\/—-

Both emp1oyers and TJTC implementers agree that/the single most

" important reasen why many e@p1oyers refuse to participate in TJTC--even

- gy way of retroactive certifications--is fear of the government This
?1nd1ng is supported by the California Employment Developmeﬁ?wbepartment s
survey of its Emp1oyen Advisory Groups. The fear of government is expressed
1n‘var1ou$fways: fear o? "ped tape," fear of government intrusion into
hiring decqsions, fear of IRS audits, fea of becoming treafed 1ike a

federal contractor. But regardless of how it is expressed, the fear prevades

4
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the business community and is a major barrier to generatind employer
participation in TJTC. In effect, it leads employers to conclude that
the hidden costs of participating in TJTC are guite high. When tEese
costs are.added to the revenues that aré estimated to be 1osf'from the
perceived lower productivity of TJTC target groups, often they far.out-
weigh the tax savings that TJTC offers. ’ )
HoneverL three things need to beeemphasized about this conclusion that

"fear of government“ 1eaés.many employers to refuse to. participate in

TJTC even by way of retroactive certif1cations First, as evidenced by

the large number of retroactive as well as current certifications that have

been obtained, not 511 employers. hold this attitude. Second, employers are
Jnunwi111nglto participate.in;IJTC even though they are usually quite wi]ling

to tak% advantagé of other tax crédits, because unlike other tax credits -

TJTC requires,.a considerable amount of contact with government agenc%es,

partﬁcularly the Employment Service but other veuchering agencies as well.
Third, although emp]oyers may Be familiar with. the Internal Revenue Service
and 1n¢eed may be in contact with the IR§ qu1te regular}y this familiarity
does ﬂbt necessarily e11minate their fear of government General]y,

emp1oyers would prefer.to 11m1t their contacts with ‘the IRS as far as

3%

possible. In short although not all employers fear governmentljn t 1s
'sense and many déal with gOVernment agencies routinely, many employers

would nevertheless 1ike to avoid participation in a tax cred1t that 1n their

v1ew may require more contact w1th government than the sav1ngs 1s’yorth
s ¥

' 9

Screening Emp]oyees and Applicants for Eligibility ;

“O

Finally, 2 third and equally serious problem in TJTC from the
. empToyer s perSpective is the d1ff1cu1ty of altering h1r1ng practices

even if the employer so desired. Repeated]y, employers have told us that

h Y

’7
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g in their view creening Job_app11cants for TJTC e11gib111ty may be a vtglitigh "

of fair biring 1aws, or at the very least expose them'to law su1ts from ° &
. gisappo1nted apg11cents. Moreover:, screening app11cants'for e1ig1b11ity .
; " dtself.requires a commitment of persohne1 from the em;1oyerf People have:, ' ,w
to be trained to admﬂhﬁster°a quest?Zhhaihe, and they must administer . e
it. 2 ’

12

The problem 1in screeniné applicants ahH employees fq%.TJIC,eTﬁgibi1ity
1arge1& explains why a number of fer-proftt firms have begun to sell_this | ’
service to-employers. Significantly, however often, even when the:e f1rms
} do the screen1ng of applicants, employers do not want e11gib111t; determined

. ) until after the app11cant is actua11y hired. Emp1c;eps simply do nqt want
their hiring decisions influenced by the tax credit,'a1though they may
desire to take advantage of the t;x credit later. Of course, this means.
that employer hiring decisions are net being affected. - 1
féhamar ‘ &
In summary, there are et 1east-three barriers Rlocking a positivye
o response to TJTC’from employers. First, the tax credit itself is redarded
as sma11 and sometimes outweighed by the perceived lower productivity of
TITC target group:, pahtitu1ar1y if the employer is in gh tax bracket. \
Second, emp1h§e;;\hre extremely skeptical of government programs and as
a result assume that the h¥Nden eosts eseeciated Wwith participation in
TJTt are quite high, higher than the tax savings itself. Ane third,
emp1oyers are reluctant to screen job app11cants for TJTC eligibility
because they believe this violates fair h1r1ng 1aws they do not want to .
devote personnel time to it, and they do- not want their hiring decisions .

1nf1uenced by a tax credit.

[
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D. EFFECTS OF IMPLEMENTATION ON PERFORMANCE'
Introduction ,

There is someth1ng of a chicken-and-egg problem in trying to exp1a1n
why TJTC does not appear to be sign1f1cant1y 1ncreas1ng the pr1vate/sector
employment opportunfties of TJTC target groups. On one hand, it might be
argued that the employer response to TJTC has been weak, and limited,
largely to retroactive ce?tifications, because the delivery system has
done little to advertise the tax cred1t and -has geared its act1v1t1es to
retroactive certifications 1n order to achieve.quickly numerical goa1s
for certifications.” On the other hand, however, it could.also be argued

that the delivery system has been reluctant to implement TJTC aggressively

© because the employer response has been weak and, focused as it is on

retroactive certifications, has had 11ttie impact on the 1mp1emeht1ng
agencies' ability to'p1ace their clients. 1In short, is TJTC's modest
performance due to inadequate délivery, or to flawd in the jncentives tt
of fers to employers, or both? ‘

One way to address this question is to determine if the emp1oyer
response to TJTC was relatively positive in sites where 1mp1ementat1on
was re1at1ye1y strong, and relatively negatjve where 1mp1ementation was
weak. fHowever, tﬁere are serious limitations in tre conclusions that can
be. reached from this type of ana1ys1s. First, it provides explanations
only of varlation in performance across sites, not the absolute level of
performance achieved relative to exoeoted performance. Even in those
sites where TJTC has been implemented strong1y, with high levels of K

marketing, blanket.vouchering, and efficient responses to employer requests

for information, TJTC has failed to generate a strong employer response

‘that focuses on "mew" rather than retroactive certifications. And hence it

L4
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w091d be incorrect to conc1u5e'that, because employer utilization of

S e

TJITC is Better in sites where it was %mp1emented strongly, weak &
implementation was entirely responsib]e_for poor performance, or expected
~performance could héye been achieved if implementation had been better.
A1% tﬁat can be éonc1uded, {f some variation in performance is attribut-;
able to.variatiomiin implementation,® is that ‘performance might be ‘
marginally improved by implementation acti;if*es found” in sites where the=

N

_emp1oyer response to TJTC is re1a;iVe1y positive.
Second, as in any statisticéa analysis, questions of cdusa11ty'cannot°
be answered, althoygh the statistical analysis can inform assumptions that
bear on these questions. For example, it may be the case that certain
types of imp1ementationlare associated with certain types and leveld of
emﬁ1oyer response to TJTC. But this does not necessarily ﬁéaﬁ that the
employer responge was 1é\gsﬁé sense caused ‘by the‘gmp1ementa3jon. It

@

could be the case that the implementation procedures in questidon were

e

established in response to the wjy.employers panticipated’1n~TJTC and the

thét dec

~types of ehp]oye to participate. In some of our sites we

have indeed found this'to.be the case.. And the statistical an&1y§15’mdst

> °

be informed by ?his'evidence. ® -

The ;:a1ysﬁs presented here examines the relationship betwéen, on the_
one hand, 1mﬁ1emen§ation varfap1e59and indicators of local economic activity,
' and on the other handy TJTC performahcg as measured by the propo;tion of

certifications that are retroactive, and the percentgbe of planned certifi-

gations/gchieved by the Employment Service within the pites included in

the study. These were the only quantifiable pe nce ‘indicators

available in most of our sites, and even they aweg not as reliable as.we would

. 1ike. The 1ép1ementation variables included in the analysis are the goals of

L}




°various,groups and)organ12ations, and advertisingétechniquap. -

°and vouchers (or hadwihese goals imposed on them by State Emp1oyment Service

'p1acements for IJTC target groups, expand and_1mprove relations wWith N

" some simply responding to employer requests for them, and some actua11y
f43

‘were retroact1ve and the average percentage of p1anned cértifications N '

[ 4
. 69°
- » .
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program adminfstrators, TJTC administrative pr08Edures, 1nvo1v?ment by

..,
-
5 &
35 °

Emp]oyment Service Goals

7

.
- In most of" our sites, TJTC implementers 1n the Employment Serv1ce

Tormulated goa1s for TJTC when they dec{ded how to implement it. In some 9

sites, local off1ces formulated only numer1ca1 goa]s for certificatians. o

offices), and wanted Simply to ach1eve these goals. “'In other sites,

adm1n1strators deve1oped non-numer1ca1 as well as numer1ca1 geals, hop1ng
not only to ach1eve spec1f1ed levels of cert1frcat1ons, but also 1ncrease

LY

employers, and/ deVe]op new or better relations with the other vouchering
. ° <

agenc1es Sti11 other sites viewed TJTC skept1ca11y and developedeno goals

for it at a11, even though they may have had numerical goa1s 1mposed on them

&

by their superiors. -The _posture taken by local Emp1oyment Service off1cesg,

toward retroactive certifications also varied across our s1tes with

2
'

EmpToyment Service offices in some\\ites promoting retroactive cert1f1cat1ons, -

-

discouraging them by mak1ng it d1ff1cu1t for emp1oyers to obtain them.

' LN

As m1ght be expected these goa1s do appear to have affected TJTC

performance. Table 13" shows the average percentage ‘of cert1f1cat1ons that

: « NS
ach1eved for the sites broken down by their goals and postures toward . o

‘

retroactive c;'!1f1cations As shown in the Tab]e Employment Service offices'

Q

that discouraged retroact1ve cert1f1cat10ns haVe a_lower precentage of + ) :.

9

cert1f1cat1ﬁhs that are retroactive’ than off1ces that efther encouraged or

promoted them. Moreover, 1t ,appears that the 1eve1 of cert1f1cat1on goa1
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TABLE “13:_ AVERAGE PERC’ENT OF - CERTIFICATIONS RETROACTIVE AND AVERAGE PERCENT OF PLAﬂNED

, CERTIFICATIONS- ACHIEVED FOR SITES BY VARIATION—IN EMPLOYMENT~SERVICE GOALS - - < —- -
™. "AS OF MARCH 1981 , ‘ :

-

' CL ' . % Certifications o % Planned Certificationj
N ’ ‘ Retroactive .. . Achieved |
, . Promote L 763 (8) - - . 87% (4) :

ES Posture’ . . ;.- )

» Toward ~ . Accept o 80% (14) : , 704 (7) - .
Retroactive e, o T . )
C’ertifications . Discourage - , 683 (3) . .- 52% (2)

¢ . : - , J/
. Numenical ~ - . .
‘" Only S ., 76% (12) , . 55% (7.)

T . . . ~ .. o ) , . ; ' * . ° "
'ES Goals o Numerical-& - . b : . .

' . ° ~Non—Numerica] 58% (5) - ) ,89% (4) .

. No'lals. 1+ 7a% (8) S 1003 (2) »

o . - \ ‘ .° /.\ . - . 3 - ’ ' : .

i_,‘ * . ¢ s :

*N s are in parentheses}‘ N= 13 for % planned certifications achieved because oniy 13 sites could
provide both- certifications goals and numbers of cer.tiﬁc%tionsagchieved '

<
', . o o
‘B . . - &‘
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'TJTC Administrative Arrangements

cations that are retroactive and do well at_achievfng planned certification
’ M - . - . . ,

.

. . o
3 e @

. 71
. . ’ \

achievement is dependent at least in part on.the way Employment Service

a

offices hanhdle retroactives, with the level of goai_achievement going up
directly as a function of the extent to which Employment Service offices

assist employers in obtaining them. Apparently, those’Employment Service
offices which aneﬁachieving or approaching numerical goals for certifications
are doing so ‘in part through the issuance of retroactives. -

\ ) N, ,

The relationship between TUTC performance and the types.of goals held

. by Emgioyment Service offices is less clear. Those Employment Service |

offices with non-numerical as well as numerical geals for TJTC experience
better TJTC performance than office§ in otherdsites, in terms of having both

a relatively low level qf retroactive certifications and yet an acceptable
Tevel of goal achievement. But Employment Service offices with no goals dg
well at numerical goal achievement evenlthough the} claim not to care about -
it whiie Employment Service offices that claim to want to achieve nﬁmericai

g e e i i

goais evidence poorgyerformance on this very indicator A1l that can.be

said from this is that, unless TJTC is viewed as a placement tool, performance

is 1ikely to be random or at least dependent on contextual factors dutside

¢
administrative control.

4

_TJTC administrative arrangements affect perfonnance modestiy, but tn_

predictable directions. Table 14 shows the average percentage of certifica- .

tions that are retroactive, and the average bercentage of planned certifica-

tions achieved for Empioyment Service offices broken down by their voucher-
ing strategy and their integratiOn ‘of TJTC into other program activities
Predictably, those sites that do little or no-client r0uchering and focus

. -instead on retroactive certificatipns experience a high proportion of certifi-

‘ -

gy

.
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TABLE 14: AVERAGE PERCEﬁIAGE OF CERTIFICAYIONS RETROACTIVE, AND AVERAGE PERCENTAGE OF ﬁsr
PLANNED CERTIFICATIONS ACHIEVED, FOR SITES BY ADMINISTRATIVE ARRANGEMENTS
AS OF MARCH 1981*

3

. i
* ;
i % Certifications : % Planned Certifications

N : Retroactive Achieved
s | Blanket , 493 (4) 79% (3)
A .
“* Youchering '
Strategy .§e1ect1ve . 74% (17} , 697 (9)
. Retro-Certification . = 85% (4) . 90% (1)
. "
_ Relation * ‘Linked . 67% (10) ' 88% (6)
to Other o DL - .‘ .
ES Programs Not Linked 75% (15) L 60% (7)
o . = | ’ - 4 '
’ w0,

*§'s_are in parentheses. N=13 for ¢ planned cert1f1catfons achweved because on]y 13 sites could
provide both certification goals and numbers of certifications ach1eved .




levels, Se]ective .vouchering is also associated with a fajrly high level of
retroactive certifications but ;Ith limited goal achievement. The most
successful vouchering strategy, in terms of being able to achieve a low.
level of retroactive ce. tifications and yet a respectable level of goal
achievement, is blanket vouchering. From the perspective of Employment
) Service offices, the%extra work involved in bianket vou&hering’may not be
worth the certifications achieved, but.it appearsgthat blanket vouchering .
does generate significant numbey of new TUTé hires.. .
) « Similarly, reiativeiy’squissfui performance is also associated with
Employment Service,offices that have linked TJTC to their other programs.
" Usually this linkage is established simply by using .TJTC as part of the job
development process at least for some clients, although in some cases
(California, for example) TJTC isliinked not just to the placement ‘process,
but to other tax credits and,speciai,programs: As shown in Table 14, sites
where Empioyment Service offices established such linkages achieved\a high
percentage of planned ¢ertifications and yet had oniy an average proportion
ofs certifications that were retroactive, In contrast, certification goa1

achievément was low and retroactﬁve certiﬁications'were high in sites where -

no Tinkages were established between T&iZ ?id‘Other Empioyment Service programs.
us 1

In these sites, TITC is usually being nly for retroactive certifications

“and in nesponse to employer job orders‘reguesting vouchered participants.
Group Involvement { . E o
\
s The deiivery system established for TJTC encouraged a n:mber of agencies .

nd organizations to coordinate their efforts. - Table 15k]ists the.average

v

ercéntage of planned certifications achieved, and, the averagé percentage of
certifications that were retroactive, for our sites broken down’ by the .

1eve1 of invo]vement of a number of agencies and organizations. The Table

r
+

shows an association between reiagiveiy high lévels of goal achievement

and’active invoTvement by local Empioyment Service offices, state E pioyment

"é ; 85
" » i -
- - . " ~ e~
- : . . P
’
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Service offices, and private firms assisting employers in'obtaining
certifications. The proportion of certifications that are retroactive
is relatively high where Private Industry Councils and TJTC vendors

are act1ve, predictable ‘finding given that both of these types of

organizations have been promoting retroactive certifications. The

most successful performance, as measured by low levels of retroact1ve
certifications and yet high levels of cert1f1cat10n ‘goal éZhievement
found in the two sites where Employment Service 1nvoivement is high. 1In

these sites, Tocal Employment Service offices are 1mp1ement1ng TJTC

'enthu51ast1ca11y, they have 1ntegrated it into their p]acement process, and

have marketed it with a variety of advertising techniques.

The surprising finding from the Table is_that invo]vemenﬂkby CETA Prime
Sponsors ano/community based organizations is associated with Tow levels of
certification goal achievement. Our research\at the Tocal levels suggests
that Employment Service .offices are more iikely"than Prime;gponsors .and
community based organiZations to view TJTC favorablygand use it as a .

placement tool The finding in Table 15 suggests that TJTC performance is

more successful in sites where Prime’ Sponsors ha;e given respon51b111ty for

; TJTC to the Employment Service rather than keeping it themselves And this

may be because Employment Service offices are more 1ike1y to implement TJTC

enthusiastica]ly and have more experience_ with diredt placement programs
= % . a

"than Prime Sponsors ’ -
) ) . v o,

Marketing Approaches

In our discussions with TJTC implementers at the Jocal level we have

frequentiy heard gompiaints about the lack of a maJor; national advertisinq'
’ ]
campaign for TJTC. And yet wé have also heard.many implementers claim that -

[ ¥
face-tg-face marketing approaches are the only way to "sell" a targetedg

A .

. .
B . ?




© e—_...JABLE 15:

W /

Average Percentage of Certifications Retroactive, a

Percentage of Plgnned Certifications Achieved, for
. Differént Types of Groups Involved As of March 1981

% Certifications

75

nd Average
Sites by

*
: )

% Planned Certifi ca}ons

Retrdactive Achieved ,
. High 384 (2) 100+% (2)
ES Involvement Medium 7 73% (13) k 76% (5)
Low 76% (10) 61% (6)
- Involved 82%"(8) 72% (3)
. b . . <
PIC Involvement Not Involved - 69% (20) . 73% (10)
Many © 1% (3) . 90% (1)
S
19 Vendors Some 70% (6) 73% (4)
None ¥ .64% (16) - \ 65% (8)
. ‘Involved . 79% (16) 55% (7)
. PS Involvement ' -~
: Not Involved . 59% (9) . 93% (6)
o
S Involved 73% (8) ‘65% (4)
.CBO Involvement . ]
- Not Involved 71% (17) 76% (9)
Iy . . B ’ )
74% (13 ° 81% (8
State £5 High (13) (8)
Involvement Low - - 69% (12) 60% (5)

*

-

*N*s are in parentheses. N=13 for i p1ahned certifications achieved bécause only
13 sttes could provide both cerYification goals and numbers of certifications” achieved.

L




empToyment tax credit. To try to address this_apparent®disagreement, we
systematically investigat#d\the.types of ma<feting approaches used in our

sites and examined TJTC perfofmance.nhere different approaches were used.

-

Table 16 lists the dverage. percentage of certifications that were

. retroactive,, and the average percentage of planned certifications-achieved,
for the sites broken down by their level of marketing and the types of
marketing used. The 1eve1 of marketing, was computed as a scale summing
the number of different types of marketing appnoathe; used. In some sites,

a number or all of the technipues’listed in Table 16 were used, while in

pther sites ‘none or only one to twa techniques were used. As shown in the

Tab]é@ those sites that used a number of techniques achieved a'higher .

percentage of planned certifitations tnan sites nhere few techniques were used.
It can also be seen in the Table that pef?ornance“varies\according to

the types of’approaches used. As.many local implementers have argued,

" face~to-face approaches (contacte during job‘deve1opment,'semﬁnars with
employers, and direet conta?ts with accountants and accountant associations)
are associated with relatively highr1eve1s of certification goal achievement.
Mass-ma111ngs do ‘not appear to enhance goaleachieVement very much. And those

~s1tes that used mass media to market TJTC evidencé lower levels of goa1
ach1evement than those sites where mass media were not used Tab1e 16¢also

i

shoWs that none of the approaches great]y affected the percentage of certifi-

>

®ations that are’ retroactive .

- -
&

Economic Conditions. ) . :‘ .

’ -

It was stated in Section ; that a]tﬁ\ugh the number of vouchers issued
- has riséﬁ-steadily since TJTC began, the, number .of qert1f1cations s]umped .
during 1981. - The exp]anat1on offered for this finding was the recessions

o

that occurred during 1981, economic activity dec]ined and henCe cert1ficat1ons

P




AVERAGE PERCENT OF CERTIFICATIONS RETROACTIVE, AND AVERAGE

TABLE 16:
) PERCENT OF PLANNED CERTIFICATIONS ACHIEVED, FOR SITES BY
¢ VARIATION IN MARKETING APPROACHES AS OF MARCH 1981*
4 % Certifications % Planned Certifications
Retroactive Achieved
¢ : o
) High 71% (11) 86% (6)
‘Level of .
Marketing Low 73% (14) 61%. (7)
Used 68% (8) 73% (5)
Mass Mailings - :
Not Used 74% (17) 66% (8)
Mass Media " Used 75% (8) 573 (5)
(Radio, TV, News , - .
Papers, Mags.) Not Used 70%.(17) . 82% (8) .
Job Development Used - 1% (15) 8]%‘(6) A
Contacts Not Used 73% (10) 65% (7)
. Seminars with U§Ed . 73% (13) ; 79% (7)
Employers Not Used 70% (12) " 65%.(6)
N - A
Accountants Yes ] 68% (13) . 84% (8)
© Contacted No < 76% (12) 54% (5)

ser tions achieved."

\(
I

o

R4
.
¢

o
-
P

)

N=13 for % p]anned certifications achieved bECause

*N s are in parentheses.
‘fikgczites could prov1de both cert1f1cat10n goals and numbers of
tif
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declined also. however, data oy the relationship between

activity and TJTC performance in Wur sites suggests the reia \ONship

may be-more complicated than this. - -
Taoie 17 shows the average percentage of certifications that were
r ‘ . N

retroactive, and the average percentage of planned certifications achieved,

for our sites broken- down by their unemployment ratesf'and their level of

E}

business response to TJTC as perceived by TJTC implementers i\ the E y-

" ment Service and CETA Prime Sponsors: The reiationship between TJTC
performance and subjective indicators of business response is as expected,

with the percentage of certifications-that were retroactive declining and

.2certification goal achigvement improving as business response moves from

-

weak to strong. But the relationship between performance and unempioyment

" * runs somewhat counter to expectations The percentage of certifications

that are retroactive is reiativeiy ‘high, and the ievei of goal achieuement
1s reiativei; Tow, when unemployment is either very low or very high. One
possibly vaiid'expianation for this curvilinear reiationShip is that‘high
unempioymeht'is associated, as suggested in Section I, with reduced employer
hiring which * suppresses empioyer participation in TJTC, while low unempigx\
s\ment is assgciated with reducéd empioyabiiity among the TJTC target groups,

which alto suppresses empioyer participation. : 8

. ¥
Symmary M. .. - S iy
The findings from this anaiysis prov1de support for the view that weak
.impiementation of TJIC has hurt TJTC's performance Sites where TJTC has
béen markated with a variety’ of approaches, integrated into other programmatic
activities, used as a seir-marketing tool for job deveiopment-Qy TJT1C

eligibles, and implemented with the active participation of a number of

e agencies-evidence positive perfgfmance in the™s sense of having,both'reiativeiy

low proportions of certifications that are retroactive and yet reiativeiy
- . .. , r
v , ’

»
- 90 '
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TABLE 17: AVERAGE PERCENTAGE OF CERTIFICATIONS RETROACTIVE, AND AVERAGE
. PERCENTAGE OF PLANNED CERTIFICATIONS ACHIEVED, FOR SITE BY
VARIATION IN BUSINESS ACTIVITY. AS OF MARCH 1981:

% of Certifications "% of Planned
Retroactive Certifications Achieved

Weak ; ) 52% (2)

Business Moderate ’ o 69% (7).

Strong ) 89% (4) //

Response

0 to 6.0% . 42% (3)
Unemployment - 6.1% to 8.5% ° C T T80 (9) -
Rate . '

8.6%¢+, “ +64% (1)

L]

*N's are in parentheses. N=13 for % planned certifications achieved because

only 13 sites could provide both certification goals and numbers of
certifications achieved. v .




h1gh levels of cert1f1cat1on goal ach1evement Of course, the questiogn
rema1ns as to whether such 1mp1ementat1on is perceived by TJTC 1mp1ementers
to increase product1v1ty (p]acemehts ach1eved per person hour worked) enough *
to warrant the staff t1me and effort required b; it. Our research has
found that in many cases TJTC is perceived to reduce productivity end
hence is not ihp1emented aggressively for that reason. Moreover, it is
not clear that imp1ementat1on of this~sort coh1d raise TJTC performance to
. . expected levels. Even in those sites where implementation was quite’strong,
wretroactive certifjcetions were nevécthe1ess a large proportion of the
certif1cations issued. A11.that can be concluded is that TJTC performance

would probab1y be,marg1na11y 1mproved by increased efforts on the part ‘
[ :i— of the de11very system.

“~
S

ra

E. SUMMARY ASSESSMENT

in evaluating TJTC--delivery, employer utilization, and

Returning to the three aspects of performance that must be considered
hects on employer

behavior--the” fallowing conc1usion§ are warranted by our research°

1.. In large part the de11very system for TJTC has not used TJTC as a
placement tod1:-TJTC.performance was hurt to some extent by weak
1mp1ementat1on as well as clignt resistance to using vouchers as °"
0 : .an aid in job development. . ) "

2. Employer participation in TJITC has been modest and has focused on
retroactive cert1f1cat1oﬂ§}rather than "new" TJTC hires. = + ®

3. Excepd for thoye cases where employers have-placed- TJTC Jobcorders
with the Emplojment Service or referred job applicants to agencies +
for vouchering|prior to making the hiriny deciston, TJTC has not
significanly Affected employer hiring,.fiying, and retention. _
decisions or increased either employment opportunities for TJTC -
target groups ‘or placements rates for most agencies 1in the ‘delivery
system. . .- . ot

To exolain these findings,.a number of TJTC's assumptions about delivery
system and employer motivations and cap.T‘lties gust be .re‘v1sed.‘ With regard
to employers,‘it must be concluded that they perceive thg.h1dden costs of

- v
targeted employment tax credits and the costs due to the relatively Tow

>
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prdauctivity-of certéinftargét groups to be quite high; and they are very often

either fearful of, or.unwilling to, alter their hiring. practices so as to j
. Mg J |

use'targef group eligibility as-a criterion in their decisions. Both of s

s \ .
thesg factors make retroactive certifications more attractive to employers

than "new" TJTC hires. With regard to the delivery system, many of the
i PR .

vouchering agencies perceive the costs of imp]ementing'TJTC to be&greater than
* , 8

the benefits obtaidgp jn placements, in large part because-employers are )
- v @ PO - . v

participating byewaycﬁf retroactives; lower level personnel in these agencies

o

are seldom motivated to fmpréve the quality of their placements, or the image .

of their agencies; and coordination among agencies is unlikely without clear

s

lines of authority and %ccountabilityf In the next section of this report,

g-— - —

policy a]ternativesgandatheﬁ? predfctable performance are presénted in ligh

of these revised/asgymp;ion§.
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IV. - IMPLICATIONS

A. _INTRODUCTION

The pa“tern expected for TJTC delivery and employer dti1ization has not
. S/

been achieved, and hence it would be premature at this point to conclude that

Al

TJITC as it now exists adequately tests the targeted emp1oyment tax credit.
concept. Although TJTC is not altering many emp]oyers hiring practices or

be1ng used extensively as a placement too1 by the de11very system, t his does

14

not mean that se1f-marketed emp1oyment tax credits cannot, in pr1nc1p1e,ﬂ '
w S

increase emp1oyment opportun1t1es‘for targeted 1nd1v1dua1s. TJTC simply

.

does not test the concept because most emp1qyers are part1c1pat1ng in TJTC ~
‘Fl

through retroactive cert1f1cat1ons for their cupfbnt empﬂoyees and the

de]ivery system, in large part respond1ng to this mode of emplayer part1c1pa-

. t1on, 1s not us:ng TJTC as a se1f-manket1ng aid for their c11ents Unt11

/

the expected pattern of de11yery and emp1oyer ut1142at1on-~se1f—market1ng

—_—
L
N T

by vouchered clients, and "new" TJTC frires by emp]oyers--1s ach1eved, coqr .
c1usions cannot be reached about whether th1s performance pattern would '
' produce 1ts desired 1mpact of 1mprdv1ng target group employment. v ’
i . positdve’resu1ts from TJTC that deserve attent1on lest
targeted,gmp1oyment tax credits be thrown out w1th the
, 'TJTC bathwater. First, relative to other targeted employment tax cred1ts, ,

the 1e9e] divembﬁoyer participatioﬁ “in TJfC has_been qu1te h1gh *If retro-‘

W, ¢

activercertif:fatdonsqare exc]uded TJTC still prodgced over 200 060 new TJTc
,'F-hires tp.it; 1tst 19 moﬁtps of opefat1on 55,000 of wh1ch Wereqpﬁts1de the

L)
-

,til

f.ﬂ cooperativeweducazjdn tJrggt,group. ;Inacontrast,,pyqbab1y ﬁetbuse 1tﬁhas~a
PR &

e d

$na11ersuniver§e dof e]igfb1e cliengs, the’wIN tax creﬁdt has aughoriﬁgd'o‘mywiés

.,____.v',s.._.__c, — y - '
¥ N ,‘ vy 1, on i

be‘tween 35,000, and 53 ooo\w icredits eagh  ypit between 75977 e Jsaf. .Seéﬂn
: o ta xy ’*‘% " 3"" v
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) ;
there is some evidence to indicate that ab0ut ha1f of these 55, OOO "new" h1res
a - °3 ‘/‘O

.- in TJIC (outside the cooperat1=ve= educatton target group) reflect at 1east b .
. a ma inal adJustment}m emp]oyer' h1r1ng pract1ces, s1nce about ha1f of "new" ~ r)

» ' TJTC hires come from e1ther emp]o,yer requests for TJTC,,e11g1b1e ref,erra]s, or. i l
Coe P FA
e "reverse referra1s" where emp1oyers refer job. apphcants to agehsmes for voucher- i |

e \4

ing pr1or to mak1ng their h1r1hg dec1s1on; Th1rd the cost .of 1mp’1ement1 TJTC

have been very 1ow, and yet the delivery sys’tem@as responded we1~1 in 1ssu1ng

L
s o e o [id ,A.

. Targe, numbers of vouchers, retroact1ve1y certn‘ymg e]‘lg1b1e Emp1oyees, and
»® > 'A@ L N ’ 1 4 :5:,9‘- v, N s

D § d1ssem1nat1ng )nformataon, To be sure, 1mp1e‘i‘nentat1on cou]d, have been more :

& : " . f & 3 ) - o °. ':

. extenswe and aggresske but it cou1d not have b‘een 1ess exﬁenswe. Tl g

>

ey [

i ) C e In th1s, the&g&cluswn of the reportk‘,(,,po‘l\qcy opt1ons wﬂ] be d1scussed°~

“

that mIth be expected to alter TJT£ dehve\rx system prog,edures and emp1oyer / ‘ 2B -
. - ¥ g. ? Ous ™ v‘!""
¥ vutihzatqon to produce se]f-markat1ng by chent@ and "neW" TJ,TC h1r’e§ from* i ; . ‘

' I 409 < n

i embloyers. It must be 1eft "t0 future resean:ch on' a rev1sed systém to dé‘tgﬂhme =

“u - ot
- A 7

"if such a. pe,rforman’te,pattern would have ‘the deswed 1mpact of ancreasmg tar-" "'\ E ‘~‘h

.
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,1' ..;\ 3: ?}fgr one.aof’ extensive chaqges 1n TJTG,, de&enﬂ;ng'»on v’hether they,,bTam% th“é

s K dé]'ivery “‘y em«or the t'ax credif 'itse1f for TJT@'S modest performance. Son{e

rlba;“o

%
# o
oL .»of those 'that blafﬁe the dehvery system have’ recommended ugcreaéed fund1ng for )

.o ’TJTC administrat‘ion on t‘né assumption that emp]oyers are n‘ot c1a1m1ng }r’geted

¥

LV Jobs tax credit(s 4n high numbers because the deHvery system has not adequately

f , mérketed TJTC or; used TJTC as a p1acement tool. In c0ntrast, some of. those ,

athat b1a-me th,e tax cred1t--the mfx of “incentives and reQuh'ements des1gned to

-
{\4 . @. s AN




alter employer behavior--have recommended increasing the tax savings offered
+ to employers and loosening target group elibibility criteria as a way to

*

increase empToyer credit- c]aﬁming in’TJTC Our research indicates, however,

that neither of theéi changes in TJTC, 1f on]y one ,of. them is made, would

produce 1tso1ntendeq effect of;1ncreas1ng target group employment. ’
An-increase in funds for administéring TJTC wou]d,probabiy generate a

marginal increase in vouchering by the delivery system.
. \/ A,

But in a]] probability
increased'voucherihg by the delivery sy§tem.wou1d not shift employer partici-

pation from retroactive certifications to "new" TJTC hires, since the retro-

_~_active mode of participationts Usuarly preferable from the employer's per-

spective. Moreover, it is unlikely that’ increased funding for TJTC adminis;

tration would efticiently increase vouchering. Our research has found that

the delivery system is less responsive.to resources and policy directives
from the:national level, than‘to emp]o&er‘utiljzation of TJTC and.its effects
.on performance indicators refated to organizational survival and interna}
promqotion., If emp]oyers cont1nue to participate int TJTC through retroactive

certifications, the de11veryLs¥stem would proﬂably remain re]uctant to issue
9

vouchers regardless of 1ncreased fund1ng. and add1t1ona1 funds for administer-

1ng TJ7C would probab]y be d1verted to more product1ve agency actiyities or?

-
~

absorbed as waste. -

Similarly, an increase in the tax savings offered to employers and

~ Tloosened target group eligibility criteria would probably generate an increase
4 R

“in employer credit-claiming in TJTC. But it is doubtful that such changes in

TJTC wou]dfincrease employment opportunities fQr targeted individuals, since
)

emp1oyers'ﬁ0ufd still have_the option of obtaining retroattive oertifications,

’ which ‘are more attractive to them than "new" TJTC hires. So 1ohg’as the retro-

active certification option is available, any increase in employer credit-eTaiming‘

.

-

36
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3 -

_stimulated by alterations in the tax credit's design would probably remain
predominantly retroactive. It is unlikely that "new"'TJfC hires would in-
crease more than proportionally, or'that retroactive certifications would
either reflect or lead to a1terati?ns in employer hiring practices.

In €ontrast, two less extens1ve alterations 1n TJTC when made together,
would probably produce the performance pattern TJTC s des1gners expected it
to produce or1g1naT1y. These changes are a targeted increase in “funds for ' T
administeripg TJTC, or at least a red¥stribution of\existing administrative |

/

funds, and elimination of the retroactive certification option. Eliminatioh -

of the retroactive-Eertification option is required if,many employers are to4f { g
be e&pecteo even to consideh making "new" TJTC hires. From the employers'
perspective, participation through retroactive certiftCations is highly

preferab1e to making "new" TJTC hires. But from the perspective of increas-

ing employment opportun1t1es-;o:’TJTC target groups, retr0act1ve cert1f1cat1ons

are of little, if any, value. EJ1m1nat1ng th1s option wou]d at least g1ve the .
self-marketing concept . a chance, if seﬂf-marketing can ‘be implemented. '

The implementation of se1f-marketjng by vguchered TﬁIC particjpants re- | )
quires redirection of the delivery system froﬁ'its,se1ectivé vouchering ' S
strategy toward motivation of ciients to use the .vouchers when seering employ-
ment:t There are several ways in which these cbénges in delivery might be '
'promoted, some ways mOre expensi?e but probaqu more productive than others. ‘
“An 1ni¥penstve approach would be'to redirec ja1] funds currently being used .
for massladvertising from this approach to hat mightﬁgevcalled "client
advertising," where.clients @re given instructions on how to use_the voqchers,~
and packages descriotng TJ(E'are provided to clients to use duriné‘job search.
A more expensive approach would be to authprize a modest increase in TJTC

‘administrative funds for this purpose as well as blanket vouchering. The latter . \ ]

~
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would probably not continue unless employers began making "new" TJITC hires,

LI

but, with the option of retroactive certifications eliminated, there is a
good chance they nou1d do this and that the dialectic of new hires and in-

much more_expensive approach would

creased voucher1ng wou1d beg1n. 1. Finally, a_

g to tie TJTC d1rect1y to a self-directed placement program for teach1ng
c1rents how to conduct job search and use the voucher, and mon1tor1ng their

efforts.

]
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Reasons fo‘ Expecting Desired Performance :

7

G1ven our findings about why many emp1o&ers are reluctant to claim

Targeted Jobs tax credits or alter their hiring practices, there is qnly a

MY

modest chance that TJTC would increase employment opportunities for targeted

groups eveén if,the retroactdve certification option were eliminated and the

de11very system were redirected toward blariket vouchering. But the chance

©

cannot’ bg excluded as a reasonable possibility. The major obstacles to

employer utilization of TITC are the.perception gn the part of many employers

-

that TJTC target groups are 1€$s productive than other workers, the employers'

desire to minimize contact with government agencies, and the difficulty

“employers have in a1ter1ng their hiring practices even when they so desire.

probably cannot be overcome in the short fun. And hence at best a targeted
employment tax cradit is going to stimulate only very marginal alterations in
employer hiring practices. In other words, only those employers that'norma11y

hire from grbups'"cloSe to" the targeted groups ‘are going to adjust their hir-

ing pract1ces to take advantage of the tax credit even if the other barriers

to‘employer credit-claiming.are removed. A1though tax savings and tdrget

group criteria can be adjusted to generate increased credit=c1aiming,'there o

i .

are definite Timits to how far and how frequently employer h1r1ng pract1ces

The percept1on that targeted groups are less product1ve than other workers
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can be’influenced by tangeted employment tax credit, since.at some point in-

@

creased savings wi11'dis ipate employer tax 1iabi1ities entirely so that

further deductions will not be usable, wni]e e11g1bility criteria require
[N ~

less behavforal changes the 1ooser they become.

¥
. However elimination of the retroactive certification option and redirec-

°

tion of the de]ivery.system might overcome the other.two barriers to empioyer

“~

credit-claiming and changes in hiring patterns--fear of government and difficulty

in altering hiring practices. These barriers exist because-in most cases em-

e~ L ——

p1oyers wishing td make "new" TJTC hires Rave either had to contact the Employ-

ment Service for TJTC referra1s, or do the screening themselves and refer,
eligible appiicants to one of the designated agencies for vouchering. If large
numbers of vouch:red clients.were presenting the voucher when appiying for jobs),
then employers wou]d not have to Screen for eligibility themse]ves beyond

differentiating between" vouchered and non-vouchered applicants. And they would

also have to ‘contact the vouchering agencies only for certifications, not for the ,

initial eligibility determination (voucher) too. In-other words, there may be,
~s0 to speah, a "critical mass" or 1evei'of seif-marketing by vouchered clients
that must be achieved before employers will find it feasible and‘in their view
"safe" to alter their hiring practices. TJTC is the first targeted employment
tax credit with a ]arge universe of e]igibles--perhqgs 1arge enough to prov1de

»

, the "critical mass" needed to achieve this effect--but because. there has been=
little blanket vouchering as well as resistance by vouchered participants'to_
using the voucher during job search, this critical mass has not been achieved

and the possibility that it would producé these effects has notlbeen tested. ¢ .

-~
v

Summary” - ’ . S o .

because large numbers of vouchered participants have_not,been.deiivered (and -

»

’ , : - ? o . Y
In summary, TJTC ddes not test the targéted employment tax credit‘concept‘,

*
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~

‘have not delivered themselves) to employers, and emp]oyers have part1c1pated

in TJTC predom1nant1y by way of retroact1ve cert1f1cat1ons Both of these

o

prob1ems in TJTC stem largely trom the TJTC 1eg1s]3t1on, not from adm1n1s-

4

trative arrangemengs established by the Department of Labor., And tb a large

v .

‘extent ‘the prob1ems are rec1proca1 in nature Because employers make few

A
- » .
“new" TJTC hires, TJTC implementers are reluctant to voucher large jumbers of

TJTC eligibles and push them to use the voucher & a marketing topl; but, to

some extent, employers are making few "new" TJTC hires because'the,limnted

>

availability of TJTC vouchered clients seeking jobs means that, for employers
. - .

.

to cLaim TJTC by making "new" TJTC hires, their Tevel of involvement with

the government must be htgh or they must screep for TJTC eligibility, them-

" selves, factors—that make retroactive certifigations far preferaB]e to "new"

hires, Elimination of the retroact1ve cert1f1cat1on option would probably in-
crease the frequency w1th which employers make "new" TJTC h1res, but the1r
w1111ngness to make these h1res and alter their hiring practices probab]y
depends also on the extert to which vouchered TJTC e11gfﬁ1es come to- them
seeh)ng jobs and present1ng the voucher. Hence, a]terat1ons in both the tax
credit's des1gn aﬂg_1ts delivery are probably necessary if the destredipattern

[

of TJTC performance. is to be achijeved. .
e t
This is not to say, however, that other alterations in TJTC should not be

constoered, only that our fesearch suggests.that the alterations most important
&o prooucing self—marketiné by TJTC eligibles and "new“ TJTC hires by emplojers
are elimination of the rétroactive certification eption and redirection of the
delivery system toward blanket vouchering and motivating claents to use TJT1C

vouchers during job searcd. Other changes 1n'TJTC worth considering include
increasipg the tax savings o?fered, redefining the target grouos so;that‘the

mos.t disadvantaged members of the labor force are serveo, and ‘centralizing TJTC

.

~administration in a single agency.
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C:__CONCLUSION \\\ R : ‘ o

TJTC as it now exists is not achieving its intengfed results ,//in terms of
e1ther delivery, employer ut111zat1on or alterations 1n employer mmng
patterns. There is a reasonable chance that a redwectwn of TJT:é administra-
tive funds together with elimination of the: retrc;actwe cert1f1E§t1on option
would produce the desn‘ed‘pattern of delivery and employer utﬂuaEwn. But '
the'prS no guarantee that this would yield the desired-impact of increased
emp]oyment'opportuni.fie§ for the targeted groups. All that can be concluded
is that it might. , . o -
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